ee 


P ublic 
Utilities 


Volume 55 No. 4 : 4 February 17, 1955 


a ey 


a 





MANAGEMENT LOOKS AT DEALER 
COMPENSATION 


By Jackson Martindell 


« > 


Making Use of the Utility Rate Hearing 
By John J. Hassett 


< > 


Setting Up Utility Services in Greenland 
By Dr. Svend Frederiksen 


« » 


Arguments at the FPC Gas Rate Hearings 








HOW TO 
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AN ATOM 








The key to harnessing the power of the atom 
lies largely in the economic design of the power 
reactor. NDA has been a leader in reactor design 
and engineering since 1948—longer than any other 
independent private enterprise. For example, the 
large-scale atomic power plant being planned by 
the Detroit Edison Company and its associated 
companies will employ an advanced reactor for 
which much of the nuclear engineering and physics 
has been evolved in the engineering offices and 
laboratories of NDA. Many other reactor designs, 
ranging from small units for research to large-scale 
power reactors capable of producing 200,000 kilo- 
watts of electricity, have been conceived and 


designed by NDA. 


Technological contributions such as_ these 
have been made possible by the coordinated efforts 
of NDA’s highly trained team of scientists, en- 
gineers and technicians. Their capabilities in the 
fields of research, design, development and en- 
gineering have been demonstrated repeatedly by 
their past achievements. Before your company 
initiates any project requiring advanced nuclear 


technology, consult NDA for expert counsel. 


For more information about NDA’s services 
write for brochure SJ6. 


WHITE PLAINS 8-5800 N DA NUCLEAR DEVELOPMENT ASSOCIATES, INC. 


80 GRAND STREET, WHITE PLAINS, NEW YORK 
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10 BEST ANNUAL HEAT RATES 


(Plant Net Heat Rates) 
Btu per kwhr* 


Appalachian Electric Power Co. on the American Gas and 
Electric System— 

Two B&W Pressure-Fired Radiant Reheat Boilers with Gas Recircula- 
tion and Divided Furnace Construction. 


Indiana and Michigan Electric Co. on the American Gas 
and Electric System— 

Three B&W Pressure-Fired Radiant Reheat Boilers with Gas Recircu- 
lation and Divided Furnace Construction. 


Niagara Mohawk Power Corporation. 


Public Service Co. of New Hampshire— 
Two B&W-built Mercury Boilers. 


Niagara Mohawk Power Corporation. 


Consumers Power— 
Three B&W Radiant Reheat Boilers. 


Appalachian Electric Power Co. and The Ohio Power 
Co. on the American Gas and Electric System— 

Four B&W Pressure-Fired Radiant Reheat Boilers with Gas Recircu- 
lation and Divided Furnace Construction. 


Detroit Edison Co.— : 
Four B&W Radiant Reheat Boilers with Gas Recirculation and Divided 
Furnace Construction. 


The Cleveland Electric Illuminating Co. 


Consolidated Edison Co. of New York, Inc.— 
Two B&W Pressure-Fired Radiant Reheat Boilers with Gas Recircula- 
tion and Divided Furnace Construction. 


* Federal Power Commission figures 
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Appalachian Electric Power Company's Kanawha River 


Headed by a record 9170 Btu per net kwhr, these ten 
plants were the most efficient central stations in the coun- 
try during 1953, the most recent year for which complete 
heat rate data are available. 


Reflecting the decision of the electric companies to utilize 
the most recent engineering advances, even during a time 
of critical capacity expansion, the outstanding perform- 
ance of these modern plants is a tribute to the foresight 
of the whole industry. It affords one more indication 
that the prime interest of this unique team of electric com- 
panies and their major suppliers lies in producing still 
lower-cost kilowatts for a still greater America. 


B&W Boilers in many of these stations are designed with 
such advances as Pressure-Firing, Cyclone Steam Separa- 
tors, Gas Recirculation and Divided Furnace Construction 
— features which have contributed substantially toward 
the outstanding efficiency levels achieved. Also, all steam 
generating units are equipped with reheaters, a develop- 
ment of major importance in improving plant efficiency. 


Pressure-Firing 


Among the many advantages of this important engineer- 
ing advance, as utilized, for example, by the Kanawha 
River units, is elimination of air infiltration to reduce 
stack loss and assure greater efficiency. Maintenance is re- 
duced and the use of forced-draft fans alone means easier 
starting, smoother operation and simpler controls. These 
are the reasons why more than 100 Pressure-Fired B&W 
units are now in service or under construction. 
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Plant on the American Gas and Electric Company System. 





Cyclone Steam Separators 


Operating inside the steam drum, these simple, stationary 
devices require no power or maintenance and do not take 
up building room. The Cyclone Separators assure positive 
natural circulation at high pressure, and with the steam 
scrubbers, make it possible to send steam of highest purity 
to the turbine. Consequently, turbine efficiency is main- 
tained and turbine outages reduced. 


Divided Furnace Construction 


With this B&W construction, building volume is held 
to a minimum. Both sides of the furnace division wall are 
used to absorb heat and thus make it possible to achieve 
the required furnace cooling surface without excessive 
increase in building volume. 


* * * * * * 


The record heat rates set by these leading generating sta- 
tions are closely followed by those of many more plants 
across the country which are producing low-cost kilowatts 
at efficiency levels unattainable just a few years ago. And 
B&W is continuing to devote its energies and its long- 
accumulated experience to the development of boiler de- 
signs that will contribute to still higher levels of steam 
generating efficiency. The Babcock & Wilcox Company, 
Boiler Division, 161 East 42nd Street, New York 17, N. Y. 


BOILER 
DIVISION 





ic is the season when some of the 
old-timers among us are inclined to 
pooh-pooh the meager snowfalls and com- 
paratively mild winter weather which we 
have been having in recent times. With a 
faraway gleam in their eyes, they can re- 
call blizzards and freeze-ups in years gone 
by of a kind to make modern winters seem 
sissy stuff indeed. We have all heard vari- 
eties of these tall tales. Some New York- 
ers, recalling the blizzard of ’88, profess 
to remember sitting on the roof of the 
old Madison Square Garden with their 
feet hanging down to the top of the snow, 
just like in bleacher seats. New England- 
ers recall instances of running railroad 
trains over frozen lakes and rivers. The 
middle westerners’ grandpas talk almost 
wistfully about being “snowbound” for a 
week. 


UNTIL comparatively recent times, 
American meteorologists have been in- 
clined to sniff at these stories. But now 
the followers of the cycle school of 
weather changes have been getting enough 
authority for their views as to make some 
of us wonder whether some of the old 
tales about villainous winters in the Gay 
Nineties might not have some basis of fact. 
Right now they are trying to grow cotton 
in Canada; barley has become a crop in 
Iceland; and sheep are being raised in 
Greenland. White birch in some of our 
own northern states is wilting because it 
needs frozen ground. 


One of our native weather experts, Dr. 
George H. T. Kimble of Washington, who 
has been looking at the skies and through 
telescopes and at weather maps for years, 
says positively that the weather is getting 
warmer all over the world. Of course, the 
change is very gradual. But in a hundred 
years or so, it may affect all of us. 


“WHEN you think about it,” Dr. Kim- 
ble said, “even during the last 100 years 
there has been an increase in the annual 
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JACKSON MARTINDELL 


temperature in America of at least two 
degrees around the shore of the North 
Atlantic. And up to 10 degrees in other 
places.” 


ale of the most fabulous by-products 
of this cyclical change of weather is 
the impact on the human race. In this is- 
sue (beginning page 193) we present a 
rather unusual type of article for this 
magazine by a scientist who has specialized 
on Greenland. Digging around in Green- 
land tells the tale of changing weather in 
both directions—ever since the days when 
Eric the Red and other legendary Vikings 
and Celts roamed the North Atlantic, 
centuries before Columbus. 


THERE is today evidence of buildings, 
churches, and farm cultivation in Green- 
land going back centuries to an earlier 
warm cycle. These were all obliterated and 
the old Norse agriculture smothered under 
a blanket of winter ice and snow which 
would yield‘a living only to the hearty 
Eskimo sealers. Today, once more the 
cycle is reversing and the lands are grow- 
ing greener and the Eskimos have to turn 
to warmer pursuits because the seals have 
departed from their shores. 


OF more practical and timely considera- 
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MOUNT IN ANY POSITION, bushings up 
or down, on the pole or on the crossarm, 
terminals are readily accessible. 


its 


i SEPARATE GROUND STUD, available on 
, both the 3- and 5-kvar units, is easily 
sila reached, simplifies grounding connections. 


General Electric 9-kvar, 
240-volt residential secondary capacitor 


New unit provides more kvar at lower cost 


to meet increasing demands of low power-factor residential loads 


Lower cost, improved voltage, reduced losses, and 
released capacity, can now be obtained with the new, 
G-E 5-kvar residential secondary capacitor. One 5- 
kvar unit can be substituted for two 3-kvar units in 
most cases, thus lowering the total installed cost 
per kvar. 

The new 5-kvar unit can be mounted on the pole, 
on the crossarm or on brackets, with bushings up or 
down. A separate ground stud, on both the three and 
five kvar units simplifies grounding connections. 


Progress /s Our Most Important Product 


GENERAL @@ ELECTRIC 


The new 5-kvar unit employs all-temperature 
Pyranol* dielectric. Synthetic rubber bird caps are 
supplied on the bushings. In addition, an insulated 
lead and a properly rated fuse-lead are shipped with 
each capacitor. 

For more information on the new G-E 5-kvar resi- 
dential secondary capacitor, contact your G-E Ap- 
paratus Sales Representative or write for Bulletin 
GEA-6186 to Section 441-11, General Electric Co., 
Schenectady 5, N. Y. 


*Reg. trade-mark of General Electric Company. 














PAGES WITH THE EDITORS (Continued) 


tion for American citizens, however, is the 
growing importance of Greenland and 
other Arctic territory in the future devel- 
opment of our own economy and its de- 
fense. Now that jet planes have minimized 
the traditional differences between the 
East and West, the advice to the young 
man of the future may now be “Go 
North.” The author of this article about 
the growing importance of Greenland has 
endeavored to tell us something about that 
country in terms of utility services. 


Dr. SVEND FREDERIKSEN, author of this 
article, was born in Holstenborg, Green- 
land, in 1906. He was educated as a teach- 
er in Copenhagen and received the Ameri- 
can equivalent of a PhD at the Univer- 
sity of Copenhagen in 1945. He has writ- 
ten a number of articles on his native 
country before coming to the United States 
as a professor at the graduate school of 
Georgetown University in 1948. He is now 
an American citizen and a research asso- 
ciate of the Arctic Institute of the Catholic 
University of America at Washington, 
D. C. He is a fellow of the Rockefeller 
Foundation and the recipient of a grant 
from the American Philosophical Society 
for studies on medieval history of the 
western hemisphere. 

a a a 
sepia there appeared in PuBLic 
Urivities FORTNIGHTLY an article 
advocating that utilities might find it ad- 
vantageous to compensate security dealers 
for handling the rights of stockholders to 





© Harris & Ewing 
DR. SVEND FREDERIKSEN 


share in distribution of new issues. This 
is a somewhat controversial subject. In the 
leading article in this issue, JACKSON Mar- 
TINDELL, president of the American Insti- 
tute of Management, has written a dis- 
cussion of the same situation from the 
standpoint of management. 


Mr. MARTINDELL, who gives us the 
other side of the picture with respect to 
dealer compensation for handling utility 
shareholders’ rights, has an authoritative 
background for such an analysis. He 
started his business career on the editorial 
staff of the old Magazine of Wall Street. 
He was one of the founders of Fiduciary 
Counsel, Inc. From 1931 to 1948 he served 
as president of that investment counsel or- 
ganization, supervising more than $600,- 
000,000 of investment funds. For the past 
seven years he has been the president of 
the American Institute of Management, 
which studies ethical issues as well as those 
of a business nature. It is a nonprofit 
foundation engaged in the study of man- 
agement methods and problems. This 
foundation has more than 12,000 associate 
members who are, for the most part, top 
officers of America’s largest and_best- 
known business enterprises. 

a a 

. is generally agreed that regulation 

would be better accepted by the public 
if it was better understood, and it would 
be better understood if more people took 
an interest in it. The author of the article 
beginning on page 185 is JoHN J. Has- 
SETT, a professional writer of business 
topics. He has been checking up on attend- 
ance at public hearings of regulatory com- 
missions in contested rate cases. What is 
the function of such public hearings? 
Should potential protestants be encour- 
aged to attend before the rate cases are 
decided rather than make known their dis- 
satisfaction and, perhaps, their disposition 
to litigate after the rate orders are handed 
down? 


THE next number of this magazine will 
be out March 3rd. 


A bliin. 
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Not on the Drawing Board, Not “‘On Order’’... 


IN-ACTUAL BUSINESS USE! 


The Remington Rand Univac is the only 
giant electronic data-processing system 
of its type now being delivered... the 
only one actually proven in business 
use. No comparable system handles the 
alphabetic and numeric data needed to 
turn out payrolls, control inventories, 
and perferm the other down-to-earth 
routine tasks vital to American industry. 

In today’s competitive market, the 
company which cuts its overhead first 
comes out on top. Univac is already at 
work in many organizations, so don’t 
wait until 1956...1957...or 1958 to 


cash in on the tremendous savings avail- 
able with this large-scale electronic busi- 
ness system. The time to act is now, to 
prevent your lagging perilously behind 
competition in the years to come. 
There’s no need to wait for equipment 
which is “just around the corner.” Read 
why, in an impartial article on electronic 
computing for business, written by man- 
agement consultants of a nationally 
known public accounting firm. Write to 
Room 1258 at the address below, for 
your free copy of this informative 
survey, “Electronics Down To Earth.” 











Coming IN THE NEXT ISSUE 


* 


WHAT THE NEW RAPID TAX DEPRECIATION MEANS TO UTILITIES 


The subject of rapid depreciation is one of the most timely and important for the 
American economy and, because of its high and substantial rate of expansion, par- 
ticularly so for the utility industry. This is far more important than the relatively tem- 
porary accelerated amortization of emergency facilities, for it is to continue permanently 
and will apply, if desired, to all classes of new property additions. Willard F. Stanley, 
president of Corporate Services, Inc., of New York city, and author of the latest book 
on rapid tax depreciation, has written an analytical account of the special impact of 
this tax policy on public utilities. To the extent that the "fast tax'' concept becomes a 
permanent part of our federal tax structure, this subject is a most significant and im- 
portant development which should be stressed. 


WHAT FPC GAS PRODUCER CONTROL 
MEANS TO OTHER INDUSTRIES 


There has been a good deal of discussion pro and con over the legal impact of the 
U. S. Supreme Court's decision last June placing independent gas producers under 
the jurisdiction of the Federal Power Commission. But there has been relatively little 
attention paid to the impact of this so-called Phillips Petroleum Company decision on 
other industries. A. M. Rippel, manager of the natural gas department of the Phillips 
Petroleum Company, has undertaken to analyze what he calls the ‘chain reaction" of 
the FPC control of the independent gas producers. He arrives at a fundamental con- 
clusion that the citizens of this country must choose between the law of supply and 
demand to govern competitive products or price control by the federal government. 


ZONING AND PUBLIC UTILITIES 


In recent years local zoning has become an increasingly important and troublesome 
problem for gas, electric, and telephone companies. Where zoning is in effect, both 
public utility companies and private property owners lose a great measure of freedom 
of action unless zoning regulations are carefully and fairly drawn in the over-all public 
interest. M. C. Dan Avery, head of the land and insurance department of the New York 
State Electric & Gas Corporation, has made a practical and up-to-date study of prob- 
lems and procedures which public utility companies can well consider in dealing with 
the zoning requirements and necessary changes in zoning regulations. 


* 


Al SO). +. Special financial news, digests, and interpretations of court and com- 


10 


mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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To Master 
What Your 


Meter: 





The "One Step" 


Method of 


BILL ANALYSIS 





The service for faster, more accurate bill analyses in our office 
at a cost lower than in your own, is all described in 


detail in this new booklet. May we send you a copy? 





RECORDING 
& STATISTICAL 


CORPORATION 


100 SIXTH AVENUE NEW YORK 13, N. Y. 


RECORDING & STATISTICAL CORP. 
100 Sixth Avenue, New York 13, N. Y. 


Send a copy of the “One-Step” booklet to: 

















NAME 
ADDRESS 
CITY ZONE STATE ee: 
“YOUR KEY TO BETTER FIGURES” i 
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Coke Coke 


“There never was in the world two opinions alike.” 


LrEo CHERNE 
Executive director, Research 
Institute of America. 


WILLIAM RANDOLPH HEARST 
Late publisher. 


Rosert I. BRADFORD 
Former governor of 
Massachusetts. 


Davin M. KENNEDY 
Chicago banker. 


RoNALD M. KetcHAM 
Washington representative, Los 
Angeles Chamber of Commerce 


Louis W. Dawson 
President, Mutual Life Insurance 
Company of New York. 


M. S. RUKEYSER 
Columnist. 


3ENJAMIN I*. FArRLESS 
Chairman of the board, United 
States Steel Corporation. 


—MontTAIGNE 





“Tor the first time in twenty years the stock market 
has become a major prop for business confidence.” 


¥ 


“The difference between a politician and a statesman 
is that a politician is true to his party and a statesman 
is true to his principles.” 


¥ . 
“Expediency . . . is often our first law of political 
survival ... The test, as I see it, is how to be expedient 


on little things without giving in on matters of major 
principle.” 
¥ 
“Economy, lower taxes, and honest money are hav- 
ing their effect. The transition of our economy to a lower 
level of governmental spending is progressing smoothly, 
and private sectors are taking up the slack.” 


¥ 


“Results of last November’s election showed there 
definitely is no basis for demanding an immediate return 
to bigger federal spending, vast new federal subsidies, 
or a buildup of concentrated federal authority.” 


¥ 


“The desire for security is strong, persistent, and 
universal. No one can quarrel with such an aspiration. 

. . The individual who questions the desirability of 
social welfare plans is in danger of sounding churlish 
and antihumanitarian.” 


¥ 


“Genuine sociological gains in material well-being 
stem from improved technology and better labor-aiding 
tools of production, the fruits of the creative mind work- 
ing in the realm of science, invention, and engineering 
rather than from paper blue-sky social schemes. Ob- 
viously, economic progress must depend on something 
besides irredeemable demagogic promises !” 


. 


“T believe that government regulation has its place. I 
believe that the proper function of government regula- 
tion is to protect the public interest. And I believe that 
the best way to protect the public interest is to promote 
competition—not to prevent it! I do not believe, how- 
ever, that government regulation of the railroads means 
government management of the railroads. I do not be- 
lieve that a modern system of transportation, in this 
age of jet propulsion, can be developed successfully un- 
der the horse-and-buggy concepts of nineteenth century 
controls. And I do not believe that freedom to compete 
should ever be denied to any American enterprise in 
any competitive industry !” 


To help safeguard Electric Utility service standards — 


LECTRO-MOBILE POWER 


ERE’S an economical new power supply 
© for electric utilities to call on when de- 
mands get out of balance with supply. 








8 ; é 
It’s General Motors’ Electro-Mobile units. 
“i They can augment central station capacity for 
peak skimming—handle fringe area interim 
. boosting—or provide an independent supply 
wherever the utility company faces a tem- 
m porary demand. 
RAIL CAR Placed at strategic points by either rail or 
1000 and 750 kw. units for use on sidings or Ce) highway, they can be used in multiple to fill 
placed on piers for semi-permanent use. needs of any amount. 
e _ They are surprisingly low in cost, for they are 
mass-produced. Their dependability is assured 
° by the latest and best in design and manufac- 
turing methods based on long experience in 
@ similar lines. Service facilities are nationwide. 
And the investment gets long-term protection, 
™ because Electro-Motive designs improvements 
so they may be incorporated in earlier models. 
™ Thus the equipment can always be brought 
abreast of new developments. 
Electric utility companies wishing to insure 
TRUCK TRAILER ° adequate service under all circumstances are 
invited to write for full details. 
500 and 350 kw. units to move on highways 
to desired sites. ce) 
@ © 9 e © @ S 8 & 
@ 
ELECTRO-MOBILE POWER FEATURES INCLUDE: 
2) 
Remote control starting and stopping 
From starting to full load within 45 seconds 
ra) Automatic synchronization with line in phase, 
frequency and voltage 
° Full protective equipment, including 3-phase 
surge capacitors, lightning arresters, 
© over-current relays, field failure relay 





PORTABLE UNIT 


1000, 750, 500 and 350 kw. capacities for e cs ' o— ; 4 
permanent or semi-permanent installations. Ability to meet higher capacity needs by unit 


Complete self-operation can be provided 


multiplication 


Complete national parts and service availability 


E,Lectro-Morive PIvIsIon 


GENERAL MOTORS +© LA GRANGE, ILLINOIS 


Sold and serviced directly through a manufacturer’s organization. Electro-Motive Division offices located in: 
New York City, Chicago, Jacksonville, St. Louis and San Francisco. 





REMARKABLE REMARKS—( Continued) 


C. HamiLton Moses 
Chairman of the board, Arkansas 
Power & Light Company. 


BEARDSLEY RUML 
Economist. 


OLIVER M. CHATBURN 
Vice president, California Federal 
Savings & Loan Association. 


N. R. CAINE 
Noted tax authority. 


Hines H. BAKER 
President, Humble Oil & 
Refining Company. 


EDITORIAL STATEMENT 
The Wall Street Journal. 


GEORGE SOKOLSKY 
Columnist. 


CLIFFORD F. Hoop 
President, United States Steel 
Corporation. 
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“Don’t forget—a politician lives for the next election 
—a statesman lives for the next generation.”’ 


* 


“Optimistic forecasts both for the long pull and for 
1955 are abundantly justified by the known facts.” 


* 


“The only frontier we have to fear is the lack of 
human desire to build a better standard of living for 
everyone—through better selling.” 





¥ 


‘. . . the administration must come to the realization 
that this 25 per cent levy [the capital gains tax] plus the 
six months’ holding period have to be reduced for the 
good of the economy as well as for increased federal 
revenues.” 


> 


“The business of producing natural gas has none of 
the characteristics of a public utility. It is highly com- 
petitive. The field is open to all comers. There are no 
franchises, no government restrictions of competition ; 
no natural tendencies to monopoly.” 


* 


“One of the verities is that what goes up must come 
down. But what goes up need not come down imme- 
diately. Nor need it come down in the same place from 
which it went up—which is one of the difficulties, for 
it may come down at the most unpropitious time and on 
the heads of unsuspecting people.” 


> 


“The American social system is based upon the private 
ownership of wealth, upon private ownership of the 
means of production, distribution, and exchange. The 
principal commodity in our industrial system is power, 
electrical power, as it is today; perhaps atomic power, 
as it may be in the future. Coal and water are the prin- 
cipal natural resources that go into the manufacture of 
electricity. Coal is privately owned in the United States. 
All the products of atomic fission are government 
owned.” 


¥ 


“c 


. we have learned little from the archives of past 
economic failures. Down through the years, in virtually 
every country in the world, progress has been held back 
for decades while socialistic theories run their course of 
hope and frustration to fail in the mire of excessive 
controls, taxes, and bureaucracy. And what of our own 
nation? The experience of the past twenty years, with 
the exception of the last year or so, was one of steady 
progress by the economic soothsayers. We have not as 
yet thrown off punitive taxes ... or vast government... 
or government-sponsored monopolies and a cheapened 
national currency. In particular, we still have the 
graduated income tax system of Karl Marx. It is alarm- 
ing that these programs are referred to in some quar- 
ters even now as landmarks in twentieth century 
progress.” 
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INVESTIGATIONS 

REPORTS 

FINANCING 

ACCOUNTING 

TAXES 

INSURANCE 

PENSIONS 

DEPRECIATION 

VALUATIONS 

CONSULTING & DESIGN ENGINEERING 
RATES 

PURCHASING 

INDUSTRIAL & PUBLIC RELATIONS 
ADVERTISING 








A SOUND RATE STRUCTURE 
is the key to adequate earnings 


Basic economic analyses affecting pricing policy 

Analysis of factors influencing rate design 

Studies involving rate base, cost of money, rate of return 

Preparation and presentation of expert testimony in rate proceedings 
Cost of service analyses 


Continuing research and reports on economic, commercial 
and engineering developments affecting rates 


Rate audits 


Write for our booklet describing our services. 
Address: Commonwealth Services Inc., Department E, 
20 Pine Street, New York 5, N. Y. 









COMMONWEALTH ASSOCIATES INC. 





20 Fine Seed. New York IM, Y. 
fuckson Miduigan Wiashingla. DOC 
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Super power transformers pace utility expansion 


— 

€ 
—sNCW EFd in rower - 
Transmission 





HIS 230,000-volt, 150,000-kva power trans- 

former was built by Allis-Chalmers for Duke 
Power, to be installed at Riverbend steam sta- 
tion near Mt. Holly, North Carolina. It is be- 
lieved to be the highest kva transformer ever 
put into service in the 230,000-volt class. 


Records are being broken almost monthly 
as larger and larger power transformers are 
shipped by Allis-Chalmers to utility installa- 
tions all over the country. For example, the 
highest voltage transformers ever ordered in 
the United States are now being built by Allis- 
Chalmers. These will be 345,000-volt, 200,000- 
kva single-phase units that will form the larg- 
est bank ever built — a total of 600,000 kva. 
They will be shipped at the end of this year. 


Allis-Chalmers is becoming the overwhelm- 
ing choice to help utilities break the barriers 
of high voltage transmission with larger and 
larger transformers. Here are some of the 
reasons why: 


Allis-Chalmers pioneered the development of 
corona-free design. Result: Possibility of in- 





sulation damage that previously made such 
large transformers difficult to design is com- 
pletely eliminated. Buyers are assured max- 
imum transformer life. with no danger that 
corona will cause insulation breakdown. 


Allis-Chalmers last year successfully pro- 
duced the highest voltage commercial-type 
transformer ever built. The 600,000-volt unit 
gives utilities a proved means for lifting volt- 
age horizons even farther. It produced data 
which show the practicality of designs for 
power transformers for 880,000-volt trans- 
mission, 


Allis-Chalmers successfully adapted welding 
techniques to make possible the use of 
heavy plate aluminum in transformer core 
and coil construction. As a result, transform- 
ers are lighter in weight, can be built in larger 
sizes, and can be more easily shipped and 
installed. 


An Allis-Chalmers representative will be glad 
to discuss transformer developments with you 
at your convenience. Call the nearby A-C office 
or write Allis-Chalmers, Milwaukee 1, Wis. 


A-4573A 





/ 
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PART OF THE Fulton Springs-Kimberly 
44 kv transmission line of Alabama 
Power Company. Some of the poles in 
this line have been in service more than 
40 years. 
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Pressure-creosoted poles in this transmission line 
have been in service more than 40 years 


e@ Alabama Power Company’s Fulton 
Springs — Kimberly 44 kv transmis- 
sion line today includes more than 
100 pressure-creosoted poles that 
originally went into the ground in 
their present locations in 1914—more 
than 40 years ago. 

Originally a radial feeder, the line 
was constructed with approximately 
600 pressure-creosoted poles. In 
1924, the line was rebuilt with span 
lengths increased. At that time more 
than 200 of the original poles were 
re-used in other locations. 


Over the years replacements have 
been made in the original group of 
poles, with deterioration accounting 
for a very small percentage. But 109 
of the original poles are still in serv- 
ice on the Fulton Springs-Kimberly 
line. 

Alabama Power Company has 
been using pressure-creosoted south- 
ern pine poles almost exclusively 


since 1920. With timber and treat-., 


ment in accordance with current 
specifications, normal life expectancy 
from pressure-creosoted transmission 


poles is at least 40 years. 


JUST ANOTHER EXAMPLE 


. of the effectiveness of pressure- 
creosoting in lengthening pole life 
and reducing replacements. And for 
the best performance from pressure- 
creosoting, be sure USS Creosote is 
used. For more information on this 
effective wood preservative, contact 
our nearest Coal Chemical sales office 
or write directly to United States 
Steel Corporation,525 William Penn 
Place, Pittsburgh 30, Pa. 


USS CREOSOTE 


SALES OFFICES IN PITTSBURGH, NEW YORK, CHICAGO, CLEVELAND, SAN FRANCISCO AND FAIRFIELD, ALA. 


= 





Precipit 
contact 


PUBLIC UTILITIES FORTNIGHTLY—FEBRUARY 17, 195% *ERBRUA 


XUM 





@ standing in its field. 


Some years later, Western Precipitation also 
pioneered the first small tube mechanical recovery 
equipment—the Multiclone Collector—to provide high 
recovery efficiency at low installation cost. 


And as a result of these years of firsthand 
experience in both electrical and mechanical recov- 
ery methods, Western Precipitation subsequently in- 
troduced the CMP unit—fly ash recovery equipment 
that combines in one integrated unit the advantages 
of both electrical and mechanical recovery principles. 













































































" yo Co : 
...uts advantages to a meres | 0 
Ci = : 
i oe we 
= as most public utility power : 
generating plants are located in or adjacent to metro- \ 
® politan areas, the control and recovery of fly ash r 
| from stack gases is a particularly important problem. , 
To assist power plants in solving this problem West- ‘ 
ern Precipitation pioneered, almost a half century i 
ago, the first commercial application of the now- ; 
famous Cottrell Electrical Precipitator—and this type MULTICLONE Bf semanas 
of equipment is still universally recognized as out- section ff SECTION 


RESULT—by using a Multiclone section to re- 
move all but the finest particles, the bulk of 
the recovery operation is performed with 
relatively low-cost equipment. And using a 
Cottrell for final clean-up insures unusually 
high recovery efficiency—approaching theo- 
retically perfect, if desired. Thus, very high 
recovery efficiency is obtained at low installed 
cost. 

With CMP equipment, even small util- 
ity companies can afford adequate fly ash re- 
covery installations. But, large or small, the 
vital factor in making an efficient CMP in- 
stallation is obtaining the proper balance be- 


en tween the mechanical and electrical sections 

-~ to fit the particular requirements of each in- 
or mea pei 

ure- ¢ The CMP first passes the stack gases through a dividual application. ; 

te is Multiclone section where the heavier fly ash particles d be requires a field a eee 
hi are mechanically removed. an no oO ‘ mae? organization Can equa es ern 

am yt Precipitation’s years of first-hand experience 

— @ Then the partially-cleaned gases pass through a in both mechanical and electrical recovery 

—~ Cottrell section where the very fine fly ash particles methods... your assurance of maximum sat- 

wall are electrically recovered. isfaction when you bring your fly ash prob- 


lems to this long-established organization. 


Western Precipitation Corporation 


DESIGNERS AND MANUFACTURERS OF EQUIPMENT FOR 
COLLECTION OF SUSPENDED MATERIALS FROM GASES & LIQUIDS 
Main Offices: 1064 WEST NINTH STREET, LOS ANGELES 15, CALIFORNIA 
Chrysler Bidg., New York 17 1 N. La Salle St. Bldg., Chicago 2 » 1429 Peachtree St. N.E., Atlanta 
Hobart Bldg., San Francisco 4 e Precipitation Co. of Canada, Ltd., Dominion Sq. Bldg., Montreal 


» Write for full details on Western 
Precipitation CMP equipment—or 
contact our office nearest you. 
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e.-by cleaning your racks with a 





Newport News 
Mechanical Rake 








Keeping racks clean is essential wherever a few inches of 
head loss can reduce output of the wheels. 








One company calculated the capitalized value of each inch 
of head gained at its plant as $6,000. Measured in terms of 
the value of additional power output, a Newport News 
rack rake installed at this plant is paying for itself 
over and over again the year ’round. 


Power-operated to clean trash racks at water intakes of 
hydroelectric plants, steam plants, pumping stations, canals 


and similar installations, the Newport News Mechanical 
Rack Rake reduces a major hand-labor task to one of 


Write for your copy of 
\ “RACK RAKE,” an il- 





minor periodic activity. 











keep the racks clean for a dozen bays. 


NEWPORT NEWS 


Shipbuilding and 


Dry Dock Company 
Newport News, Virginia 


Under ordinary conditions, one man per shift can, 
with a Newport News Mechanical Rack Rake, 


Coeccecccccsccccccccccccc| umm, 


lustrated booklet de- 
scribing the opera- 
\ tion and advantages 
\ oftheNewport News 
\\ Mechanical Rack 
\ Rake. Use the con- 
venient coupon 
now. 








\ ‘hp senna 


@eeeeeeeeeeeee ot 
Newport News Shipbuilding and Dry Dock Company 
Dept. PUF-2-17, Newport News, Virginia 
Please send me a copy of “RACK RAKE.” 

= a title. 





Name__ sal 
Company __ : 
Address_____ ees ae 


City 






= ___ State 














Service-Utility body lockers are triple-sealed against dirt and 
moisture. Doors are fitted with recessed handles, slam-action 
catches, and keyed-alike cylindrical locks for full protection. Lad- 
der racks, vise brackets, and pipe supports are also available, 







INTERNATIONAL Trucks, with Service-Utility 
bodies, cut service call costs by bringing your 
workshop to the job. You make fewer trips, get 
more done per day. 


providing everything needed for every type of work. 


engineering and all-truck design mean utmost 
dependability, long life, and lowest maintenance 
expense. 

INTERNATIONAL Trucks with Service- Utility 
bodies are available in 9 models, with 77-in. body 


of The Service-Utility body provides all-steel 

“ lockers, with compartments of varying sizes, for lengths for 115-in. wheelbases, 84-in. lengths for 

i orderly storage of all the tools, parts, and equip- 122-in. wheelbases, 89-in. lengths for 127-in. 

es ment needed to do a number of different jobs. | Wheelbases and 96-in. lengths for 134-in. wheel- 

“ Thus, there is no costly labor-time wasted in job- bases. GVW ratings, 4,200 to 8,600 Ibs. 

“a to-shop trips for needed or forgotten items. Ask your INTERNATIONAL Dealer or Branch 

on And InTERNATIONAL Truck quality further for complete details on these time-saving, 
lowers your operating costs. Famous InTERNA- ™oney-saving workshop trucks. Time payments 

; TIONAL engines assure top performance with arranged. 
eee 









maximum economy. INTERNATIONAL Tough-Job 


'NTERNATIONAL HARVESTER COMPANY ¢ CHICAGO 





International Harvester Builds MCCORMICK® Farm Equipment and FARMALL® Tractors...Motor Trucks...industrial Power...Refrigerators and Freezers 


See the season’s new TV hit, “The Halls of Ivy,” with Ronald Colman and Benita Hume, CBS-TV, Tuesdays, 8:30 p.m. EST 


INTERNATIONAL TRUCKS 


"Standard of the Highway” 


How Ebasco helps 


the electric power industry 


KEEP SALES AT WlGH LEVELS 





| Ci 
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ARE YOU now realizing the greatest ARE YOU using sales techniques that help 
sales potential from your market area? keep thé'load evenly distributed throughout 


: the year? 
ARE YOU developing the demand for ad- 
ditional electric service through proven pro- ARE YOU employing a program that will 
motion methods? maintain favorable public opinion? 


The answers to these questions are vital to the. future growth 
and prosperity of your company. And Ebasco, with long expe- 
rience in all phases of utility operation, is able to supply them. 
Ebasco specialists will study markets and trends, will offer 
tested advertising and promotion ideas, will help with your 
sales organization structure, public relations program and 
sales training. 

Backed by nearly 50 years of association with utilities of all 
sizes, Ebasco can provide a skilled, objective viewpoint to 
supplement the activities of your own personnel. 


To find out what Ebasco sales and public relations service 
can do for your company to keep sales at high levels write 
for our booklet—‘‘The Inside Story of Outside Help’’. 
Address Ebasco Services Incorporated, Dept. W., Two 
Rector Street, New York 6, N. Y. 





Appraisal * Budget * om Studies 
NEW YORK oER5 Consulting Engineering ¢ Design & Con 
struction ¢ Financial ¢ Industrial Re 
GaIcAGS lations * Inspection & Expediting 
DALLAS AS iH: Insurance, Agee Safety Vio 

% ing ¢ Rates ricing e¢ Researc 
PORTLAND, ORE. Sales & Public Relations * Space Plar 


ning * Systems & Methods « Tax ¢ Traffic 
WASHEIGTON, B. C. Washington Office 


rag, 


5 
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FOR CLEANER 
COOKING 





- 


EASIER 4 
REFRIGERATION / 
\ 
Columbia Gas System \ 
delivers a modern miracle - 
24 Hours-A-Day! | j 
“ / FOR CHEAPER 
/ DRYING 


Ny = r Pa 3 , 
oaS 


FOR INSTANT 
HOT WATER 


* 
COLUMBIA 
GAS 


SYSTEM 


* 
* 





© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Centra! Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
Company, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Compony, The Key- 
stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 





FROM SUNUP TO SUNU P 


The best assurance of uninterrupted service from 
sunup to sunup is dependable equipment. Moloney 
has been building transformers to meet the needs 
of the electric utilities for over 58 years... trans- 
formers that have proven so serviceable, that the 


Moloney trademark has become the “Sign of 
Quality.” 


So, make it Moloney all along the line .. . power 
Utility demand charts show that more and more 


transformers in any Kva rating, load tap changers, 
electricity is being used around the clock and 


regulating equipment, or distribution transformers 
around the calendar. 

... for you know that Moloney Transformers will 

serve you and your customers from sunup to sunup 


—year in and year out. neiaeia 


MOLONE Y ELECTRIC COMPANY 


SALES OFFICES IN ALL PRINCIPAL CITIES e FACTORIES AT ST. LOUIS 20, MO. AND TORONTO, ONT., CANADA 
24 PUBLIC UTILITIES FORTNIGHTLY—FEBRUARY 17, 1955 
A 








d more 
ck and 





C17, 1958 























FEBRUARY-MARCH 





Thursday—17 


Pennsylvania Electric Asso- 

ciation, Electrical Equip- 

ment Committee, 

winter meeting, Philadel- 
phia, Pa. 


begins 


Friday—18 


American Gas Association- 
Edison Electric Institute 
end 2-day accounting con- 
ference planning meeting, 
Chicago, Ill. 


Saturday—19 


North Central Electric As- 
sociation, Sales Committee, 
will hold meeting, Minne- 
apolis, Minn. Mar. 6-9. 


Advance notice. 


Sunday—20 


Edison Electric Institute, 

Residential Promotion 

Committee, begins meeting, 
New York, NO¥: 








Monday—21 


Mid-West Gas Association 
will hold meeting, St. Paul, 


Tuesday—22 


National Association of 


Corrosion Engineers will 


Wednesday—23 


Pacific Coast Electrical As- 
sociation begins conference 


Thursday—24 


National Adequate Wiring 
Bureau begins annual con- 





_ Committee, ends 


Minn. Mar. 7-9. Advance hold annual convention, on electronic integrated data ference, Chicago, Ill. 
notice. Chicago, Ill. Mar. 7-11. processing, Los Angeles, 
Advance notice. Cal. 
Friday—25 Saturday—26 Sunday—27 Monday—28 


Pennsylvania Electric Asso- 
citation, Systems Operation 
2-day 
meeting, Reading, Pa. 


National Electrical Manu- 
facturers Association will 
hold meeting, Chicago, Ill. 
Mar. 13-18. Advance notice. 


Southern Safety Confer- 
ence and Exposition begin, 
New Orleans, La. 


Texas Telephone Assocta- 

tion will hold annual con- 

vention, San Antonio, Tex. 

Mar. 14,15. Advance no- 
tice. 








MARCH 
Tuesday—1 


Kentucky Independent 
Telephone Association be- 
gins convention, Lexington, 


Ky. 


£3) 





Wednesday—2 


Pacific Coast Gas Associa- 
tion begins home service 
conference, Santa Monica, 


Cal. 





Thursday—3 


Water Works 

Southeastern 
Section, will hold annual 
meeting, Savannah, Ga. 
Mar. 21-23. Advance notice. 


American 
Association, 





Friday—4 


Southern Gas Association 

begins transmission man- 

agement conference, Hous- 
ton, Tex. 




















Courtesy, British Columbia Electric Company Limited 


Problems of Winter Transit 
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Management Looks at Dealer 
Compensation 


Recently there appeared in Pustic UTILITIES FoRTNIGHTLY an 

article advocating that utilities might find it advantageous to com- 

pensate security dealers for handling the rights of stockholders to 

share in distribution of new issues. This ts a somewhat contro- 

versial subject. The president of the American Institute of Man- 

agement now gives us a discussion of the same situation from the 
standpoint of management. 


By JACKSON MARTINDELL* 


N the November 11, 1954, issue of 
Pustic UTILITIES ForRTNIGHTLY there 
appeared an article’ advocating that 

companies pay fees to security dealers for 
aiding stockholders in exercising their 
rights. This is a controversial subject, as 
the author, John F. Childs, so aptly pointed 
out in the following passage: 





*President, American Institute of Management. 
For additional personal note, see “Pages with the 
Editors.” 

1“A Technique of Offering Common Stock 
through Rights,” by John F. Childs, Pusiic Urt111- 
TIES FoRTNIGHTLY, November 11, 1954, page 617. 


177 


“The dealers are naturally anxious to 
have companies pay such fees. For they 
receive no regular compensation for this 
function as they do when they handle se- 
curity transactions for a customer... . 
If ... the dealer suggests that the stock- 
holder sell the rights, the dealer will get 
a commission on the sale. In addition, now 
knowing his client has funds to invest, he 
can then recommend another security to 
the stockholder on which he will also re- 
ceive a commission. .. . Cannot something 
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be worked out so that the dealer will be 
induced to co-operate to the benefit of all 
concerned?” (Italics supplied.) 

The above quotations reveal with ex- 
treme clarity why there must be serious 
question as to the proposal to compensate 
dealers in such situations. There is no dis- 
cussion of the propriety of dealers accept- 
ing such fees; nothing is said about the 
integrity of a management that offers such 
fees; and no one raised the question as to 
whether this is the only function security 
dealers perform without compensation 
from security issuing companies, or why 
such payment, if any, should not be made 
by the rights holder himself. 


i seems to this writer that the argu- 
ments for dealers’ fees boil down to the 
implication found throughout the study, 
that, unless the security dealers are re- 
warded by payments from the issuing cor- 
porations, they may advise against exer- 
cising rights, thereby increasing pressure 
on the stock during the subscription pe- 
riod. Thus, there would be greater market 
pressure exerted on the price of stocks of 
companies not compensating dealers than 
there would be in the case of those com- 
panies rewarding the dealers. How much 
greater this pressure might be is what Mr. 
Childs attempts to measure. The full im- 
port of this position challenges a doubt. 
If the position of security dealers is accu- 
rately reflected on the basis of these argu- 
ments, what would seem to be needed 
would be closer regulation of the security 
business. 

It may be pointed out that many com- 
panies, including public utility companies, 
pay fees to outside agents for the solicita- 
tion of stockholder proxies as a regular 
annual order of business. The issue then 
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arises as to whether or not this is a ques- 
tionable practice, and, if morally permissi- 
ble, is there complete similarity between 
this and the suggestion that dealer fees be 
paid in connection with the handling of 
stockholders’ rights? 

The two matters are not similar. When 
a company is soliciting proxies directly or 
indirectly, and stocks are in the name of 
security dealers or brokers as nominees, 
can the company management pay a fee 
to the dealer or broker for his influence 
over the actual security owner? The fed- 
eral law clearly prohibits any company 
management from paying any dealer or 
broker for inducing any prescribed action 
out of the security holder who has a 
nominee certificate. The dealer or broker 
performs a service in connection with 
proxy solicitation but is allowed no com- 
pensation from the company management. 
This is as it should be. Perhaps the law 
should be equally plain as applied to stock- 
holders’ purchase rights. 

Security dealers and brokers all over the 
country hold for safekeeping securities of 
customers. Some charge customers a safe- 
keeping fee, others make no charge. Why 
do not these dealers and brokers write to 
the issuing companies and demand com- 
pensation from the managements to the 
extent to which they hold stocks of that 
particular company in safekeeping? This 
is in fact not as untenable as the proposal 
for outright dealer fees for handling 
rights, because judgment is not involved 
and advice is not to be bargained for. 


wo important questions of essential 
integrity are involved in this matter : 


1. Security dealers operate in a fidu- 
ciary capacity with respect to their cus- 


MANAGEMENT LOOKS AT DEALER COMPENSATION 


tomers and regarding advice on their in- 
vestments. How can these dealers possi- 
bly give different advice, depending on 
whether or not they are compensated 
by companies making rights offerings 
and still live up to this fundamental 
obligation? 

2. Corporate managements are the 
representatives of the stockholders in 
managing the enterprise. In a sense they 
hold a trusteeship over the property of 
its owners. How can any action which 
would influence the kind of advice which 
third parties would be inclined to give 
to those owners be reconciled with this 
fundamental position of management? 


The American Institute of Management 
looks askance upon companies that will 
pay brokers or dealers commissions for 
aiding or influencing stockholders in ex- 
ercising their rights. It seems to us that a 
stockholder’s right, which in most cases 
is prescribed by law, is a privileged matter 
between the stockholder and his manage- 
ment. Furthermore, if both security deal- 
ers and managements were to carry out 
their responsibilities with uncompromising 
integrity, the factor which Mr. Childs has 
attempted to measure (that is, the differ- 
ence in market pressure resulting from 
dealer action) would probably become too 
small to be susceptible of measurement. 


q 


or the benefit of those more concerned 

with statistics, the writer would like to 
call attention to some of the facts that are 
not revealed in this earlier statistical study 
contained in Mr. Childs’ article. 

It was there suggested that the cost of 
dealer compensation might be added to the 
offering price of the stock. It was con- 
tended that this would not reduce the 
rights value because of the reduction in 
pressure on the stock during the offering 
period, a matter with which we cannot 
agree, as will be discussed further on in 
this article. Further, objections to adding 
the cost of dealer fees to the offering price 
are, first, that at the time of offering there 
is no way of knowing how much dealer 
fees will amount to and, second, there is 
the question of unfair or preferential 
treatment in assessing the cost of dealer 
fees against all stockholders, even those 
who do not ask a dealer for assistance in 
handling their subscription. 

Has not the matter of pressure on the 
stock during the offering period been over- 
emphasized? Directors and corporate offi- 
cials whom I know still place primary em- 
phasis on the percentage of the offer taken 
by investors in measuring the relative suc- 
cess of an offering. Taking a look at the 
offerings mentioned in the Childs article, 
from this very important standpoint, 
raises a fundamental question as to the 


“THE federal law clearly prohibits any company management 
from paying any dealer or broker for inducing any prescribed 
action out of the security holder who has a nominee certificate. 


The dealer or broker performs a service in connection with 
proxy solicitation but is allowed no compensation from the 
company management. This ts as it should be. Perhaps the law 
should be equally plain as applied to stockholders’ purchase 


rights.” 
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value to corporations of dealer compensa- 
tion. 

Of the 24 electric utility common stock 
offers studied by Childs for his Fort- 
NIGHTLY article, the 12 issues paying deal- 
er compensation averaged 88 per cent sub- 
scriptions, while the 12 issues not using 
dealer compensation averaged 91 per cent 
subscriptions. Four of the companies on 
Childs’ list of 12 paying dealer compensa- 
tion had a later stock offer or offers (11 
in total) on which they discontinued the 
practice of paying dealer compensation. 
Both the group paying dealer compensa- 
tion and the group not compensating deal- 
ers averaged 96 per cent subscriptions. 


N a footnote to Childs’ article there are 
listed 68 stock offers from 1949 
through August, 1954, where dealer com- 
pensation was used. For 53 of these offers 
where it was possible to obtain the per cent 
subscriptions to the primary offering, only 
86 per cent subscriptions were obtained as 
an over-all average, not a particularly im- 
pressive result. The evidence does not in- 
dicate that dealer compensation has con- 
tributed to the success of the stock offer- 
ings studied. 

Childs states that the dealers’ fees aver- 
aged more than one-half of one per cent 
(.56 per cent) of the principal amount of- 
fered. This compares with underwriters’ 
commissions which averaged about one 
per cent (1.09 per cent) on the 10 offers 
underwritten out of the 12 issues in Childs’ 
group not paying dealers compensation. 
(Only two of the other group of 12 offers 
were underwritten.) The 1.09 per cent 
underwriting commission included the risk 
incurred by the underwriter in standing 
ready to take over the unsubscribed por- 
tion of the offers. In one of these 10 offers, 
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the underwriter was obliged to take up 36 
per cent of the offer that was not sub- 
scribed, and for the 10 offers the under- 
writers took up an average of 11 per cent 
of the total offering. In handling sub- 
scriptions through rights, dealers under- 
take no risks and if fees are to be charged 
it would seem reasonable that they should 
be relatively much smaller than underwrit- 
ing fees. 

Judging by the discussion which has 
been generated recently over the subject 
of whether or not corporations should 
compensate dealers for assisting stockhold- 
ers in completing their subscriptions, one 
might assume that the practice of com- 
pensating dealers had gained wide accept- 
ance. Actually, however, this is far from 
the true situation. Out of 133 offers of 
public utility common stock to stockhold- 
ers amounting to $5,000,000 or more since 
January 1, 1949, and aggregating $1.7 bil- 
lion, only 94 per cent of the principal 
amount offered involved payment of deal- 
er compensation. 


N reviewing the list of companies which 
have paid dealer compensation in con- 
nection with stock offers, we find some 
well-known utilities which discontinued 
the practice of paying dealer fees on sub- 
sequent offers of stock to stockholders. 
The following companies were included in 
the list of 12 offers used by Childs in his 
sample of companies paying dealer com- 
pensation : Consumers Power, Long Island 
Lighting, Oklahoma Gas & Electric, and 
Wisconsin Electric Power. These compa- 
nies had 11 subsequent stock offerings to 
stockholders (through 1954) on which no 
compensation was paid dealers. Other 
prominent utilities (such as Columbia Gas 
System, General Telephone, and New 
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Paying for Dealer Services 


Ge gba dealers and brokers all over 

the country hold for safekeeping 
securities of customers. Some charge cus- 
tomers a safekeeping fee, others make no 
charge. Why do not these dealers and 
brokers write to the issuing companies and 
demand compensation from the manage- 
ments to the extent to which they hold 
stocks of that particular company in safe- 
keeping? This is in fact not as untenable 
as the proposal for outright dealer fees for 
handling rights, because judgment is not 
involved and advice ts not to be bargained 


for.” 





York State Electric & Gas), after trying 
dealer compensation, have discontinued 
making such payment on _ subsequent 


- offers. 


wo a corporation official or director 
be statistically convinced of the value 
of paying dealer compensation after read- 
ing the article in the November 11, 1954, 
issue of the ForTNIGHTLY on the subject? 
In my judgment he would not be, unless he 
accepts unquestioningly the statistics which 
Mr. Childs produced purporting to show 
substantially less pressure on the stock dur- 
ing the subscription period for those of- 
fers where dealer compensation was paid. 
Before the study is accepted as such con- 
clusive proof, certain aspects of it should 
be considered, such as the points which 
follow : 
1. The entire weight of the argument 
for dealer compensation rests on the sta- 
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tistical validity of the study of two hand- 
picked groups of 12 electric company stock 
offers. The averages upon which the con- 
clusions were based cover wide variations 
in the results for the individual companies. 
The 12 offers where dealers were com- 
pensated showed variations in pressure 
from +3.55 per cent to —3.62 per cent, 
an over-all spread of 7.17 per cent. The 
12 offers where dealers were not compen- 
sated showed variations in pressure from 
+5.30 per cent to —1.36 per cent, an over- 
all spread of 6.66 per cent or somewhat 
less than for the first group. Eliminating 
the extremes from this study, on any of 
several reasonable bases, all tend in the 
direction of substantially narrowing the 
difference in pressure between the two 
groups, in several cases to less than one- 
quarter of one per cent. Four of the 24 
offers which Childs studied accounted for 
two-thirds of the difference in pressure 
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between the offers paying dealer compen- 
sation and those that did not. 

2. The stocks of the companies used by 
Childs were, on the average, lower-rated 
than the stocks in Standard & Poor’s aver- 
age, which he used as his standard in meas- 
uring pressure. 

3. Only two of the 12 offers in the group 
paying dealer compensation were under- 
written as compared with 10 of the 12 in 
the group not paying dealer compensation. 

4, Six of the 12 offers in the group used 
in Mr. Childs’ study which paid dealer 
compensation—in other words, half of the 
sample—were offers by only two compa- 
nies. The sample included four offers by 
General Public Utilities and two by New 
England Electric. The conclusions actually 
were based, therefore, on the stock offers 
of only eight electric companies which paid 
dealer compensation. 

5. Both of the companies mentioned in 
item 4 above, had greater pressure on a 
subsequent offer where they paid dealer 
compensation than they did on the first 
offer when such compensation was paid. 
Could this mean that dealers only exerted 
themselves on the initial offer where deal- 
er compensation was paid, in the belief 
that the practice once started would be 
continued regardless of results? 

6. Mr. Childs makes one statement* 
with which I completely agree: “The 
Standard & Poor’s utilities common stock 
index used to represent the general market 
action may in fact not be exactly repre- 
sentative of the general market action for 
the particular stock under consideration.” 
Standard & Poor’s index represents the 
composite results of 20 utilitys stocks and 
it would be the rarest coincidence if any 


2 Ibid., page 622. 
FEBRUARY 17, 1955 





182 


of these 20 stocks, let alone the electric 
company offers used by Childs (only two 
of which are included in Standard & 
Poor’s 20), had the same market perform- 
ance as the average of the group. Yet, 
the conclusions set forth are based on the 
assumption that deviations from the 
Standard & Poor’s average during the 
subscription period were an accurate meas- 
ure of pressure on the stock. 

7. Explaining the selection of the 12 
stock offers not using dealer compensation, 
it was stated that they were “chosen on 
the basis that they were made closest in 
time to the offerings which included assist- 
ing dealers’ fees.” While undoubtedly a 
conscientious effort was made to select 
offers with the minimum interval between 
offering dates, in one-half of the cases 
(6 out of 12), a month or more elapsed 
between the start of the subscription pe- 
riod of the offer using and of the offer not 
using dealer compensation. In the case of 
the two 1949 offers, more than three 
months elapsed between the two dates. 


Ww the daily changes taking place in 

the stock market and the length of 
time which elapsed between the various of- 
fers compared, it is questionable how much 
significance can be attached to the results 
found. My experience has shown that there 
is generally considerably more pressure on 
a stock where a new offering comes dur- 
ing a declining market, than when the 
market is trending upward. The Childs 
study does not show that the offers se- 
lected for the dealer compensation group 
experienced general market conditions re- 
sembling those experienced by the offers 
where no dealer compensation was paid. 
Yet differences in stock market conditions 
could exert a material influence on the 
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pressure of the offers selected, especially 
where a considerable period of time 
elapses, as was the case in several of the 
offers compared. 


M:* CuILps is frank in stating that in 
his study he has only attempted to 
measure pressure during the offering pe- 
riod. 
He states :? 


. . . Not much can be done to control 
the preoffering pressure. We will skip 
this matter of preoffering pressure and 
discuss the pressure during the offering 
period itself. 


The matter of preoffering pressure is 
thus lightly dismissed. But the issuing cor- 
poration is very much concerned with 
pressure on the stock at any time after the 
announcement of the offer, whether before 
or after the ex-rights date. If underwriters 
or speculators took a short position in the 
stock prior to trading in rights, then later 
covered through purchase of rights, “nega- 
tive pressure” could easily develop during 
the subscription period, particularly in the 
case of relatively small offers. 

Mr. Childs based his conclusions on the 
comparison of “average pressure” during 
the rights trading period on the two groups 
of offers. The only mention of maximum 





8 Ibid., page 618. 
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“THE writer has known many hundreds of dealers and brokers 
over three decades and scores of these are numbered among the 
15,000 members of AIM. He refuses to believe that the advice 


pressure is in a footnote to Table II.* Yet 
is not the corporation interested more in 
assuring that at no time, during the rights 
trading period, will the pressure on the 
stock become great enough to reduce the 
value of rights to the point where sub- 
scribers will not take the trouble to exer- 
cise them? 

Looking at Mr. Childs’ study from this 
standpoint, it was found that in his group 
of 12 offers using dealer compensation, 
for three of the offers where he shows 
negative average pressure there was posi- 
tive pressure at certain stages of the sub- 
scription period. On other offers where 
Childs found very minor positive pressure 
on an average basis, it can be shown that 
the maximum pressure was considerably 
greater. 


a officials who carefully re- 
view this whole subject from the 
standpoint of trying to decide whether the 
benefits of dealer compensation are worth 
the probable costs to their company are 
more than likely to conclude that, while 
the Childs article makes it clear that deal- 
ers would welcome payment for handling 
rights transactions, there is little convinc- 
ing evidence that it is right or profitable 
that the corporations should incur this 
added expense. If the value of dealer com- 





4 Ibid., page 623. 


of these dealers can be placed on a mercenary basis except in 
tsolated instances. Security dealers are entitled to compensation 
where they perform services of value for security holders. No 
one has yet made a convincing case that the issuing corporation 
should pay this compensation.” 
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pensation is to be proven statistically, it 
must be done from a somewhat different 
approach than that taken in the Fort- 
NIGHTLY article of November 11, 1954. 
Furthermore, from the viewpoint of se- 
curity dealers, it is indeed fortunate that 
the effect on market price of adverse ad- 
vice resulting from failure of the issuing 
company to pay dealer compensation is 
virtually impossible to demonstrate statis- 
tically. 


HE writer has known many hundreds 

of dealers and brokers over three 
decades and scores of these are numbered 
among the 15,000 members of AIM. He 
refuses to believe that the advice of these 
dealers can be placed on a mercenary basis 
except in isolated instances. Security deal- 
ers are entitled to compensation where they 
perform services of value for security 
holders. No one has yet made a convincing 


case that the issuing corporation should 
pay this compensation. 


= important consideration should 
be the question of whether this is not 
the sort of incidental service which the 
dealer might better continue to provide 
gratis in maintaining the good will of 
clients and in encouraging them to bring 
their investment problems to him. In some 
instances where companies have appointed 
rights agents to assist stockholders in com- 
pleting their subscriptions, there have been 
complaints from dealers that they have 
been deprived of opportunities for cus- 
tomer contacts. 

A management has no right to reward 
certain stockholders, or their representa- 
tives, at the expense of other stockholders. 
Court law in this country clearly covers 
this point under the general heading of 
Corporate Opportunity. 





A Solar Storage Battery 


HE U. S. government is sponsoring efforts to develop a power 
storage battery “charged by sunlight.” 
Already spending hundreds of millions of dollars to harness the 


atom for generation of electricity, the government is now looking 
ahead to the time when not even nuclear energy will satisfy man’s 
power hunger. 

This was disclosed in the fourth annual report of the National 
Science Foundation, which assists a wide variety of research proj- 
ects with federal money. The report said the foundation is sup port- 
ing “a direct attack on the solar problem” at the University of Wis- 
consin. 

“The storage of solar energy may in principle be accomplished 
chemically, electrically, or mechanically, or perhaps in some other 
less apparent form,” the report said. 

“This problem is currently being attacked at the basic level through 
the use of chemicals which can be converted into a different form of 
sunlight and then reconverted (to light and heat) in off hours. 

“In effect, this would be a storage battery charged by sunlight.” 
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Making Use of the Utility 
Rate Hearing 


This writer has been checking up on attendance at public hearings 

of regulatory commissions in contested rate cases. What is the 

function of such public hearings? Should potential protestants be 

encouraged to attend before the rate cases are decided rather than 

make known their dissatisfaction and, perhaps, their disposition 
to litigate after the rate orders are handed down? 


By JOHN J. HASSETT* 


ITHIN the past year and a half, a 
publicly owned and operated water 

utility in my own county held a 

closed meeting of its commissioners and 
raised water rates without a public hear- 
ing or any prior notice to its customers. 
The local and near-by papers made quite 

a fuss about it. There were charges of 
“star chamber sessions,” outraged edi- 
torials, and considerable rumblings about 
rewriting the necessary county charters. 
Changes were sought to countermand the 
rate increase, prevent a recurrence of the 





*Professional writer of business topics, resident 
in Gaithersburg, Maryland. For additional personal 
note, see “Pages with the Editors.” 
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event, and curb the apparently unlimited 
authority of the county-owned utility. 


ae many another civic group in the sub- 

urban area around the nation’s capital, 
our citizens’ association wrote letters of 
protest, and got up a petition which many 
signed urging a delay of the effective date 
of the increase and an investigation of the 
whole affair. 

Nothing much has come of it since. The 
county water department proved that its 
action was completely in accordance with 
existing law. With facts and figures, it 
pointed out the economic justification for 
a rate increase. The new rates went into 
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effect and, as far as I know, the law has 
not been changed. 

My own reaction to the controversy was 
mixed. Like many others, I resented any 
organization’s attempt to increase my cost 
of living without giving me a chance to 
complain or at least check up on it. That 
somehow did not seem to square with the 
old-fashioned American approach. At the 
same time, I realized that the rate increase 
was perfectly legal and probably eco- 
nomically justified, even if the law was so 
archaic as to permit its automatic accom- 
plishment. What did surprise me, how- 
ever, was the frequently heard comment, 
from folks I had always credited with some 
degree of awareness, that “This is another 
example of how utilities operate—raise 
rates, then tell the public about it!” 


M2: many persons in my county 

(which boasts the wealthiest per 
capita income in the nation, incidentally, 
and has a remarkably high incidence of 
college graduates) are under the impres- 
sion that similar methods of increasing 
rates are used by privately owned, busi- 
ness-managed utilities. They think that 
public utility commissions are little more 
than rubber stamps, ready to pass along 
another bill to the consumer. 

This, as readers of this publication well 
know, is greatly at variance with the facts. 
Such arbitrary action could never be taken 
by a privately owned utility, since the com- 
missions and the courts must always im- 
pose on it a strict burden of proof to justi- 
fy, at length and with documentary evi- 
dence, every penny it sought to earn. 

It all boils down to an inescapable con- 
clusion: Too many people in this country 
just do not understand utility regulation. 
Although millions of words have been 
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written and spoken by utility men and 
spokesmen for the regulatory authorities, 
too many people still regard regulation as 
a game of cops and robbers. And their 
sympathies are on the side of skinning the 
utilities. A man may resolve every doubt 
in his own favor in making out his income 
tax return. He will not even blink at new 
1955 model auto prices, which are up $60 
or more on most models, with no explana- 
tion given or sought. But he will complain 
for weeks after gas or electric or phone 
rates go up a few cents a month. 

What is important in understanding 
this penny-pinching attitude is the timing 
of the consumers’ complaints—usually too 
little and too late. As an ailing Mark 
Twain used to say about his evening quota 
of pills, “All right, I’ll take my medicine, 
but I reserve the right to complain about 
ay 

There is some room for suspicion—at 
least the record shows some doubt—that 
the average utility customer is usually in- 
terested in blocking a rate hike or increased 
service charge of any sort to the last ditch. 
But his highly informal and indignant 
complaints may really stem from the fact 
that it is too much trouble to become in- 
formed about the situation. He may mere- 
ly want to get some ideas about utilities 
off his chest, and then will subside into 
anonymity. 


| epmernaees of the intention of the man- 

on-the-street complaints, it will have 
to be admitted that the man on the street 
usually does not know what he is talking 
about and, more important, that doesn’t 
stop him from talking. Any well-organized 
crusading influence—he it politically, ideo- 
logically, or even journalistically spon- 
sored—can rouse him to object to a util- 
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ity’s request for a rate increase on very 
short notice. 


B” let’s move up the social ladder a bit 
from the man on the street. The man 
in the office does not understand it, even 
though he may be closer to its actual op- 
eration than the man on the street. Among 
others who often do not understand it are 
the men in the pulpit, in the bank, behind 
a counter, or in front of a classroom. And 
that is the great pity, for men in such key 
positions could help others to understand 
and interpret utility regulation, if they 
only understood it themselves. 

This is not a criticism but merely a rec- 
ognition of one of the occupational risks, 
so to speak, or normal hazards of the util- 
ity enterprise. Much progress has been 
made by utilities on the public relations 
front since the dark days of the late twen- 
ties and early thirties. There has been ex- 
ceptionally fine work done in humanizing 
utility companies in terms of cloaking 
every employee with the mantle of com- 
pany responsibility, and in providing per- 
sonalized service in a hundred ways. Fine 
things have been done in acquainting peo- 
ple with how essential utility service is. 
The oft-fascinating technical processes of 
utility production and service have been 
well explained. Public utility companies 
have done much to convince their neigh- 
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bors that they are integral and indispensa- 
ble members of the community in which 
they operate. Even in the controversial 
field of public versus private ownership of 
utilities, the pros and cons of the issue 
have been well publicized. 

But in a specialized area, a tough job 
remains to be done—one of the toughest. 
How to open management-to-public com- 
munications lines early, when a rate pro- 
ceeding is contemplated. How to keep them 
open even after hearings are concluded 
and a decision is reached. How to indicate 
the ABC and 1-2-3 of utility regulation, 
so that the public is truly aware that no 
public utility can charge what it pleases, 
nor serve whomever it pleases, and that 
all these things are decided by public au- 
thority only after convincing proof that 
the public interest is being protected. 


HE industry itself has always had to 
accept the responsibility for educating 
its customers to the wisdom, propriety, 
and honesty of regulation. If more people 
knew how regulation worked, more peo- 
ple would accept it. A corollary is that the 
company which is regulated would be bet- 
ter accepted if people understood how it 
is regulated. 
From a public relations standpoint, the 
public understanding of the rate-making 
process is not insoluble. There is, to start 


“THERE is some room for suspicion—at least the record shows 
some doubt—that the average utility customer is usually in- 
terested in blocking a rate hike or increased service charge of 


any sort to the last ditch. But his highly informal and indignant 
complaints may really stem from the fact that it 1s too much 
trouble to become informed about the situation. He may merely 
want to get some ideas about utilities off his chest, and then will 


subside into anonymity.” 
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with, widespread public interest in utility 
rates. That is a big advantage. An obscure 
subject without much appeal is definitely 
more difficult to publicize than one that 
has common reference in every household. 
This is clearly a problem which publicity, 
as a tool of public relations, can solve. The 
trick is in the handling, the timing, and 
the words chosen for the task. 

What is needed is a concentrated effort 
to rouse people to take an interest in regu- 
lation before, not after, a commission has 
acted. A number of utilities have long 
made a practice to take the initiative in 
contacting industrial customers and key 
leaders in their areas to explain, in ad- 
vance, a proposed rate change. A sports- 
manlike understanding, if not actual sup- 
port, can be mustered for the utility’s posi- 
tion among leaders of the community— 
editors, teachers, preachers, union leaders, 
bankers, and businessmen. These leaders 
have to be approached intelligently, and 
at the right time—well ahead of any for- 
mal rate case proceedings. 


eit part of an advance program of 
communication is to send out emis- 
saries to specific organizations of commu- 
nity importance, such as neighborhood citi- 
zen associations, service clubs, and church 
groups. It takes time and tact to get spokes- 
men invited to such rostrums. The main 
thing is to get there before not after the 
accomplished fact. In the latter situation, 
the utility spokesman may only find him- 
self confronted with a nearly hopeless task 
of putting the fire out by “answering” 
irate charges, criticism, or worse. Such 
appearance comes too late. Utility repre- 
sentatives are generally articulate. But 
their persuasion can be most effective, be- 
fore minds close and ears refuse to hear. 
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HIs brings us to the actual rate hear- 

ing itself. Should popular attendance 
at commission hearings be encouraged? 
It’s a fair bet that less than one-hundredth 
of one per cent of any given city’s popu- 
lation has ever seen the inside of a com- 
mission hearing room. A common tend- 
ency is for a handful of silent watchers 
to show up for public hearings, thereby 
making only a mockery of the very name 
itself. Public hearings are frequently more 
private than so-called star chamber ses- 
sions, and the public shows a modicum of 
interest only when it is barred from at- 
tending. Yet the day after a commission 
decision is announced, the voice of the 
maligned consumer is heard, protesting to 
all who will listen about the injustice that 
has been committed. 

More than one state utility commis- 
sioner has had occasion to observe that 
ironic phenomenon of public conduct. The 
tearful bleats of annoyed citizens, who 
woke up one morning to discover that their 
utility bill had gone up three cents a week, 
nearly always came from those who never 
showed up at the hearings or otherwise 
showed the slightest interest in them. These 
commissioners, charged with sizable re- 
sponsibility to consider rate increase re- 
quests in every possible light consistent 
with good regulation, know very well that 
intelligent opposition to rate increases, 
where it is warranted at all, tends to clari- 
fy the issues by drawing them distinctly. 
The more complete the record of proceed- 
ings, the fairer the decision. 


$ penned the press is likely to give 

witnesses their share of the spotlight 
if they want to appear and even take the 
stand at hearings. On most occasions, re- 
porters are actually seeking ways and 
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The Uses of Adversity in a Rate Case 


ee in a broad light, even the so-called ‘nuisance’ opposition 

can serve a useful purpose ina rate case. If the ‘nuisance’ opposition 
cannot be headed off in advance through proper information and explana- 
tion, it ts much better ventilated than suppressed. In the latter case, it can 
fester and subsequently blow up under circumstances when tt cannot even 
be answered properly. Intelligent opposition, on the other hand, serves in a 
negative way to justify and outline the utility’s case, assuming that the 

utility ts laying all its cards on the table.” 











means to dramatize and humanize the pro- 
ceedings. They would probably welcome 
the “good copy” which would surely re- 
sult from the appearance of a noted local 
figure, either in support of or in opposi- 
tion to a utility rate boost. The fact that 
protestants can command headlines— 
usually on some inside page of the news- 
paper—with blasts at commission decisions 
already decided, should lead such dissi- 
dents to conclude that earlier trumpetings, 
in time for the hearings, might merit even 
more thorough treatment in the press. 
Even protests which may be ill-considered 
go through the process of “predetonation” 
by adequate airing at the hearing if not 
ahead of it. 
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o tne are, of course, good reasons why 

rate proceedings are not well attended. 
Long stretches are devoted to technical 
discussions of such subjects as rate bases, 
off-peak load, therms, and BTU ratings, and 
dozens of others equally unfathomable to 
the average consumer. Endless charts and 
studies are produced in evidence, requir- 
ing detailed and complicated explanation, 
and the entire proceeding is usually con- 
ducted in legal terms that are chilling to 
the untrained ear. But at some point in 
these hearings there is always the oppor- 
tunity for citizens, who wish to do so, to 
raise points which the others understand 
or want to understand better in terms of 
their own self-interest. 
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Some people do attend rate hearings. 
Often they pose another type of public 
relations problem as well as a regulatory 
one. Sometimes hearing rooms, inexplica- 
bly become well filled, by groups repre- 
senting themselves as champions of the 
public interest, but who really have a spe- 
cific ax to hone at the expense of the com- 
mission, or the company, or the public, 
or all three. Attempts have been made on 
occasion, to try to establish “regulation by 
claque,” through the formation of “pro- 
test” groups which inundate meetings, 
often in a noisy and unruly manner, and 
seek to influence decisions by upsetting the 
normal routine of a hearing. 

Occasionally one reads of a hearing on 
some controversial matter which has been 
“jammed” as it were, like a foreign lan- 
guage broadcast aimed behind the Iron 
Curtain. These hearings may become popu- 
lated by men and women who have no 
interest in the rate proceeding at all, are 
not the utility’s customers, and may not 
even be residents of the area. There have 
even been instances of picketing by radical 
groups, designed to create the impression 
of outraged customers, who actually were 
brought by bus and train from outlying 
districts to confuse and complicate pro- 
ceedings. On one occasion, delegates to a 
statewide labor convention were pressed 
into service as pickets at a utility commis- 
sion hearing, because at the time they 
seemed to have nothing better to do with 
their visit to the state capital. 


HERE is not much that can be done 
about this, of course, except expose 
the situation in its true light. It stands to 
reason that a group of longshoremen from 
a city miles and miles away, picketing a 
hearing on local utility rates, must be get- 


FEBRUARY 17, 1955 


190 


ting dictation from a source which is not 
interested in the true merits of the rate 
case. 

There is something else, however, that 
utilities can do by their very status as regu- 
lated industries. There is the “goldfish 
bowl” existence which they must live with 
respect to keeping accounts for plant in- 
vestment, depreciation, expenses, taxes, 
payrolls, etc. All these accounts must be 
reported regularly to the commission to 
some extent in summary form and, of 
course, they become part of the burden of 
proof in a rate case. Therein lies an oppor- 
tunity to turn what might otherwise be 
considered a nuisance or a handicap into 
a positive advantage from the standpoint 
of public relations. 

A number of utilities through press ad- 
vertisements and other means of publicity 
have made good use of their “goldfish 
bowl” existence to prepare the way for rate 
cases. By mere reference to official records 
they can show—perhaps with a little 
dramatized illustration—how much is be- 
ing taken in and how much is going out, 
what is needed to make ends meet, and 
all the other arguments to justify the rate 
increase. 


N summary, the importance of advance 
preparation cannot be overemphasized. 
The old idea of sneaking up on a rate case, 
on the theory that what went on was not 
understood anyway, never was sound, and 
in the present political climate can be dan- 
gerous. Nor is it enough to assume that 
people should have confidence in their duly 
elected or appointed commission to trust 
it to administer regulatory matters fairly 
in the public’s behalf. 
As a matter of fact, it is doing the regu- 
latory commission no favor to rely on 
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“confidence” which the public may have, 
should have (or may not have), in their 
duly constituted regulatory authority. A 
public utility commission which has to de- 
cide on a utility rate increase without the 
advantage of some ground-breaking prepa- 
ration or publicized justification by the 
utility company, can easily be put in the 
position of holding the political bag. The 
situation recalls the somewhat cynical re- 
mark of a certain Senator, who said that 
he could vote for the public interest much 
more readily if somebody would give his 
constituents all the reasons justifying such 
action. 


KY on those rare occasions when a 

public utility has been able to get a 
rate increase promptly and with no pub- 
licity, and without any opposition show- 
ing up, there is always a serious question 
of whether the company may not be bor- 
rowing trouble in the long run. There are 
some cases where there are sound reasons 
for haste and a minimum of expensive or 
dilatory procedure—as in the case where 
a utility is faced with a wage increase or 
tax increase and is simply seeking a com- 
pensatory rate increase to offset the out- 
lay and keep it even. But even in such situa- 
tions a full explanation of what is going 
on, disseminated as widely and as early 
as possible, is the best assurance against 
subsequent charges that the utility is try- 


q 
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ing to cover up something, or put over a 
fast one. 

Not long ago an important public util- 
ity company in one of our large eastern 
cities found itself facing something like 
that, much to its surprise and discomfort. 
It seemed that under a peculiarity of state 
law where no opposition was registered to 
the filed tariffs, the utility was permitted 
to put them into effect without even a pub- 
lic hearing. The utility’s management in 
this case went into a huddle and soberly 
decided to waive the technical advantage 
and asked for hearings anyhow. The hear- 
ings were held and there was publicity to 
support the utility company’s position. 
Eventually the rate increase was granted. 
Certainly the utility commission was in a 
better position, after the hearings were 
held, than if hearings had been dispensed 
with, under a technical interpretation of 
the law. 


F., ‘aeemene preparation for rate cases 

sometimes produces other puzzling 
complications. Not long ago another large 
city utility, seeking a rate increase; went 
through all the motions of contacting key 
people in advance, just as suggested earlier 
in the article. Imagine its surprise when 
complaints were made that it was trying to 
frighten off opposition and thereby defeat 
the statutory jurisdiction of the commis- 
sion. As a matter of fact, it was simply 


“ _,. the importance of advance preparation cannot be overem- 
phasized. The old idea of sneaking up on a rate case, on the 
theory that what went on was not understood anyway, never was 


sound, and in the present political climate can be dangerous. Nor 
is it enough to assume that people should have confidence in 
their duly elected or appointed commission to trust tt to ad- 
minister regulatory matters fairly in the public's behalf.” 
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trying to avoid a multiplicity of protes- 
tants. Such complaints are not common, 
and certainly not justified where the util- 
ity company is really engaged only in try- 
ing to promote a better understanding of 
what it is seeking to do in a rate case. If, 
for example, a certain industrial consumer 
threatens to intervene through a misun- 
derstanding that a proposed rate increase 
adversely affects him when, as a matter of 
fact, it does not touch him at all, it would 
seem to be the duty of the utility company, 
as well as common horse sense, to tell him 
so. And in that way both the consumer 
and the utility company would save time. 


epencaes in a broad light, even the so- 
called “nuisance” opposition can serve 
a useful purpose in a rate case. If the 
“nuisance” opposition cannot be headed 
off in advance through proper informa- 
tion and explanation, it is much better ven- 
tilated than suppressed. In the latter case, 


it can fester and subsequently blow up 
under circumstances when it cannot even 
be answered properly. 

Intelligent opposition, on the other hand, 
serves in a negative way to justify and 
outline the utility’s case, assuming that the 
utility is laying all its cards on the table. 
It sharpens the issue, clarifies the objec- 
tive, and leaves the utility commission in 
a position of deciding on the basis of all 
the information available instead of a 
carefully cultivated segment of it. 


7" conclusion, it might be said that the 

public hearings before a utility com- 
mission (including the preparation for 
such hearings) suggest some interesting 
possibilities in making public utility regu- 
lation more effective. Certainly it is an in- 
strument which has been obscured, if not 
neglected. It is an instrument which may 
well merit more study of its potentialities 
by both the regulators and the regulated. 





“The Light That Won’t Burn Out” 


c¢ EARLY 40 billion electric lamps have been produced since 
N that first light and the next fifteen years will see the pro- 
duction of as many more. Electricity has moved into nearly every 
home, into virtually every phase of life as we know it today. It has 
changed the way of life of the nations. It has opened new horizons. 
“Because it has been with us for so long, because it is so much a 
part of our lives, we sometimes fail to realize its importance. There 
are occasionally reminders when a fuse blows or when a storm tears 
down power lines. Then radios and televisions are silent, clocks fail 
to function, temperatures rise in refrigerators; ironers, washers 
become useless. For it is electricity that invests them with the life 
that makes our own lives more abundant. And the electricity was 
first distributed to make Edison’s lamps glow. All the rest followed. 
“And it is electricity that offers unlimited vistas of the future. 
Out of the incandescent lamp of 1879, great changes have come and 
others will come.” 
—EDITORIAL STATEMENT, 
Los Angeles Times. 
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Setting up Utility 


Services 1n Greenland 





In these days of jet planes and broken sound barriers, the old 
saying “East is East and West is West” is becoming subject to 
serious qualifications as to timing. But even more startling is the 
trend toward round-the-year establishments and permanent settle- 
ments further and further towards the North Pole. Our govern- 
ment has gone ahead with plans for such establishments in Green- 
land for defense purposes. This means carrying utility services to 
a land which scarcely had a vestige of them before. 


ow often have public utility people, 
confronted with the consequences 

of a past mistake in plant planning 

or past policy decisions that went sour, 
wondered what it would be like to build 
a public utility service entirely “from 
scratch”? There are very few places in the 
world so desolate or primitive in their or- 
ganization that such an interesting project 
could be managed—certainly not many in 





*Research associate, Arctic Institute, Washington, 
D. C. For additional personal note, see “Pages with 
the Editors.” 
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which American public utility interests are 
likely to be involved. 

But it is a fact that Greenland, the great 
subcontinent of the North Atlantic and 
Polar sea, seems destined to become the 
crossroads of the increasingly important 
Arctic region. Already the American Air 
Force has completed its fabulous base at 
Thule. Already commercial airlines, start- 
ing with the Scandinavian line, have sam- 
pled the distance-cutting savings of trans- 
polar flights. This makes northern airfields 
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and supply bases an inevitable develop- 
ment of the Arctic landscape in the near 
future. Already our air defense authori- 
ties, working with plans and techniques 
established by telephone companies and 
allied communications industries and man- 
ufacturers, have ringed the Arctic with 
radar and other alerting devices for pro- 
tection against a surprise enemy attack 
over the roof of the world. 

These bases will require setting up liv- 
ing quarters for maintenance crews and 
other people, including many American 
people who will have to operate them. It 
will mean. building houses and organizing 
transportation and public utility services, 
under conditions which have never been 
previously coped with to any extent. Such 
a routine planned project as stringing an 
ordinary line of telephone or power poles 
creates puzzling problems when the earth 
is too hard for conventional earth boring 
equipment and where the freeze and thaw 
of shifting terrain complicate alignment 


and maintenance. 
B uT the most challenging fact about this 
frontier of the atomic age and the jet 
plane is that much of it is virgin. Although 
its history goes back to the legendary 
Vikings, Greenland until recent years has 
been virtually devoid of commercial trans- 
portation inland or other public utility 
services as we know them. These are all 
jobs which will have to be done from 
scratch. 

Still another interesting factor in the 
development of Greenland and other Arc- 
tic regions which may fall within the orbit 
of these various transpolar influences is 
the plain fact that the whole Arctic is 
warming up. The rate has accelerated since 
1900, according to all indications. Within 
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another half-century the ice may melt out 
in the Arctic ocean in summer. The impli- 
cations of this possibility are tremendous. 
The northern coasts of Canada, Greenland, 
and of the Soviet Union would be fully 
open to commerce. The folks in Greenland 
will have to shed their walrus skins and 
come down to plain tweeds. Will they, 
like our Canadian cousins of today, take 
to the telephone with a record-breaking 
amount of daily conversations? Barley is 
being grown as a crop in Iceland; an at- 
tempt is being made to grow cotton in 
Canada. And meteorologists say that over 
the past century the annual temperature 
along our North Atlantic coast line has in- 
creased two degrees. 


H’’ about the other utility services? In 

a matter of a few decades, given ris- 
ing temperatures, what kind of utility serv- 
ices will have to be supplied to this new 
frontier? Greenland has just recently 
passed from colony status to that of being 
a part of the realm of Denmark. It was 
accorded full representation in the Danish 
Parliament by special provision in the Dan- 
ish Constitution of July, 1953. Its air base 
and other concessions to the United States 
establish virtual islands of extraterritorial- 
ity within the Danish realm under the pro- 
tection and practical control of the Ameri- 
can government. 

While Greenland is presently a country 
of vast distances and scant population— 
28,000 persons scattered in 185 communi- 
ties along the coast line—what about two 
to three decades from now? Fishing and 
sheepherding have already replaced the 
older traffic in seals. The country has no 
illiteracy. Health services and housing 
have expanded. A system of district courts 
has been established. 


SETTING UP UTILITY SERVICES IN GREENLAND 


Habitation and Population 


G4, eeetane is the so-called largest is- 

land of the world. It occupies an 
area about the size of the United States 
east of the Mississippi. However, modern 
science has revealed by soundings of the 
icecap that at some places under the huge 
ice masses there is no land, so that it is 
more correct to speak of Greenland as a 
complex of large islands. The present ice- 
free part of Greenland is not inconsider- 
able and could be compared with the size 
of Great Britain. As will be explained 
later, even the vast ice desert cannot be 
regarded as unimportant. 

The native population of more or less 
homogeneous Eskimo racial descent num- 
bers about 25,000 souls, and is by far the 
largest Eskimo body of people of the 
world. It roughly equals the number of 
Eskimos in Siberia, Alaska, and Canada 
together. Further, the native birth rate in 
Greenland is very high, especially in East 
Greenland, where almost all of the native 
population is of “pure” Eskimo blood. 

To the above-mentioned number should 
be added an unknown total of human be- 
ings of pronounced European descent, 
Danish civil employees, American soldiers, 
etc. This addition will run up into thou- 
sands, but very probably by far still a 
minority compared with the native Es- 
kimo population. 


q 


The distribution of the population is 
rather stable. There is a clear tendency to 
seek the larger inhabited places, so that 
these centers may develop rapidly. This 
process has been encouraged by the Dan- 
ish government. The old Eskimo pattern 
of habitation was strongly influenced by 
the pursuit of seal and the population was 
accordingly located relatively close to the 
sea and not at the bottom of the long deep 
fjords. In contrast to this, the old medi- 
eval Norse habitations were situated 
mostly at the inner part of fjord com- 
plexes. Seal have become scarce and have 
migrated away from South Greenland. 

It will probably amaze readers that not 
only the Danish buildings but also most 
of the homes of the native Greenland Es- 
kimos are neat frame houses of Scandina- 
vian style. You will find no snow “igloo” 
(except in the polar regions for hunting 
purposes). In the towns and villages, 
names of streets and street numbers do 
not exist. Everybody knows one another, 
and the house sought for would easily be 
found. A few of the larger main towns of 
the districts have over 1,000 in population. 
The capital of Greenland, Godthaab (in 
Eskimo, Nuk), has about 2,000. 


Transportation Service 


me = numerous fjords in the mountain- 


e 


ous country, which mainly runs west- 


“It was not until the twenties of this century that constant tele- 
graphic contact between Denmark and Greenland was estab- 
lished by wireless stations in Greenland. As a result of this, also 


vadiotelephonic communication has become possible. Tele- 
graphic contact with all the larger inhabited places ts frequent. 
Moreover, there is a radio broadcasting station in Godthaab, 
which broadcasts programs in Danish and in Eskimo.” 
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east or east-west, are a severe hindrance to 
north and south travel. The main mode 
of transportation has always been by sea. 
The Norsemen more than a thousand years 
ago navigated in Greenland waters. They 
even sailed as far as Thule in the polar 
regions, where the present U. S. base is 
located. The Eskimos had their umiaks— 
family boats—and qajaqa (kayaks), slen- 
der one-man hunting boats. The popula- 
tion has always been linked closely to the 
sea, depending very much on what it could 
yield. Formerly it was the seal ; now, in the 
last decades, with changing climatic con- 
ditions, fish has become the main liveli- 
hood. Rowboats, motorboats, and cutters 
have more or less supplanted the old grace- 
ful Eskimo craft. 


HE domestic traffic along the coast 
from district to district is still carried 

on by smaller ships, adequate enough to sail 
between the coast of the mainland and 
among the numerous islands and skerries. 
Overseas transportation is conducted by 
larger ships. In the beginning of the cen- 
tury sailing ships were still in use; now- 
adays steam and diesel motor ships are 
crossing the northern Atlantic. But the in- 
creased traffic by sea is desperately in need 
of lighthouses and other navigational aids. 
Today in southern Greenland dog-sled 
driving is an impossibility ; there is simply 
not snow enough. In North Greenland 
sleds with dog teams are frequently in 
use all through the winter. The dogs are 
arranged in a fan formation (unlike the 
Indian teams, where the dogs run two by 
two behind each other). The pulling force 
and working conditions in this arrange- 
ment and the special construction of the 
harness permit a better utilization of 
strength and driving. Nevertheless, driv- 
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ing by dog team is a slow process, how- 
ever romantic it may seem. There ought 
to be another solution of this old-fash- 
ioned way of transportation, which is a 
northern parallel of the horse-drawn car- 
riage, now obsolete in so many places in 
the world. It should not be difficult for 
modern technology to displace the slow 
dog teams with motor-driven sleds. 


N modern times, the airplane has been 
increasingly important. Danish officials 
and their families fly in and out, and in 
case of serious events, such as epidemics, 
the planes can bring speedy help. For the 
central Danish government in Copen- 
hagen, contacts—even personal—with the 
various branches of the administration are 
carried out quickly and efficiently across 
the ocean. This is quite a difference from 
the author’s childhood, when it would take 
months for sailing ships to make the 
crossing. Also, airplanes have been quite 
active for scientific purposes over Green- 
land. 

Aerial photographs have been made, 
which have resulted in an improved and 
exact map making. 

The roads or highways are extremely 
few and often not very good. There is 
no long-distance traffic on land. The 
mountainous nature of the country, with 
its indenting fjords, makes land traffic very 
difficult; even the traditional sled drivers 
in North Greenland prefer routes on sea 
or lake ice. The problem of adequate roads 
will—at least in some certain parts of the 
country—undoubtedly have to be dealt 
with, if modern living standards are to be 
established. It seems certain that roads 
and streets in the towns and villages have 
to be organized along modern lines, not as 
a casual, random development. 
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“HOW FAR WOULD THE COMMISSION LET US RUN LINES IN 
RESPONSE TO A PETITION?” 


Communication Services 

Ege before the American Civil War the 

possibilities of laying a telegraph cable 
from the American continent to Europe 
via Greenland were investigated. The ar- 
rival of several foreign cable route study 
ships in the harbor of Godthaab, the capi- 
tal of Greenland, was an event described 
in Eskimo in the old Greenland Eskimo 
periodical Atuagagdliutit (a periodical 
initiated at that time by the highly edu- 
cated Danish governor, Dr. Hinrik Rink). 
A Greenland Eskimo made a stone (litho- 
graphic) picture of the ship for the publi- 
cation. However, the plan, which could 
have brought Greenland in close and 
speedy communication with Europe as 
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well as the U. S., was abandoned. 


It was not until the twenties of this 
century that constant telegraphic contact 
between Denmark and Greenland was 
established by wireless stations in Green- 
land. As a result of this, also radiotele- 
phonic communication has become possi- 
ble. Telegraphic contact with all the larger 
inhabited places is frequent. Moreover, 
there is a radio broadcasting station in 
Godthaab, which broadcasts programs in 
Danish and in Eskimo. Danes, as well as 
Greenland Eskimos, have receivers in most 
inhabited places. The telephone system is, 
however, still primitive and is used at the 
larger inhabited places mainly for official 
purposes. It is local service and a general 
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long-distance system does not exist as yet. 
Increased use of telephone service over 
large areas is a must for the future. The 
educational level of the Eskimo will not 
act as a brake on such development. 
Many Eskimo communications circu- 
late as mimeographed publications. For a 
relatively small population, this is very 
efficient. Further, it must be realized that 
in the absence of telephone service, the 
Greenland Eskimos write an infinite num- 
ber of letters to one another in their own 
language. They have in common a very 
impressive and clear handwriting. Their 
education has for centuries been better and 
on a higher level than that of many aborig- 
inal peoples, who more often have had 
none at all. They are also taught Danish. 
(Some of the highest educated natives 
master it.) Few Eskimos have a command 


of English. 
Light and Heat 


i the old primitive times, fire was pro- 

duced by friction between a rotating 
stick and another piece of wood. But, of 
course, very early during the colonization 
matches were introduced. The Eskimo 
stone lamp (carved soapstone, containing 
blubber oil and a wick) not only lighted but 
also heated the one room of the house. 
Food was also cooked above this stone 
lamp. The Danes—and many Eskimos— 
have up till now used a more complicated 
brass lamp, for which blubber oil could 
be used. As electric plants here and there 
have been established, electric light has to 
some extent become available, but not 
enough for it to be said to be a general 
utility service available to the whole popu- 
lation. 

In 1949, the Danish government issued 
general regulations for installation and 
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use of electricity.’ This clearly anticipates 
an increasing use of electricity throughout 
the country. The change of climate has 
brought new sources of income to the 
country. Factories or plants of various 
kinds are rapidly developing. This necessi- 
tates having power supply at the working 
places—and in the homes. Heating in the 
stoves has up till now been commonly pro- 
vided by such fuels as peat or lignite coal 
from a coal mine in North Greenland. 
Central heating, employing radiators or 
ducts, has been used very little, perhaps 
because it saves fuel only to heat a very 
limited number of rooms. Even in Den- 
mark itself, stoves are very commonly 
used. 


Water and Other Living Requirements 


Ww™ regard to water supply, utility 
service has not been developed as 
such. The reason has been that people 
themselves draw water at one of the many 
neighboring rivers, streams, or lakes; even 
snow or ice is used. The problem of mass 
water supply has to be solved more satis- 
factorily for meeting future needs. 

In polar areas lakes freeze solid. Build- 
ing upon frozen tundra—permafrost— 
involves great difficulties. The Greenland 
Eskimos often build their houses on solid 
rock. In parts of Greenland there are mag- 
nificent undeveloped rivers and waterfalls, 
which could be harnessed for hydroelectric 
power. In southern Greenland, such utiliza- 
tion should have come long ago. All over 
Greenland there is plenty of fresh water— 
somehow it should be possible to use the 
abundant existing sources of fresh water 
for drinking water supply. When new 





1 They are to be found in Danish in the govern- 
ment publication “Kundgorelser vedrorende Gron- 
lands Styrelse” Nr. 1 1949, pp. 124-131. 
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habitations are planned the above-men- 
tioned conditions should be taken into con- 
sideration. 

The United States has constructed a 
new Arctic military installation designed 
to sink slowly into the soft snow of the 
Greenland polar icecap. Constructed by the 
U. S. Army Corps of Engineers for the 
U. S. Air Force and under the terms of a 
Danish-U. S. defense agreement, the new 
installation is the first that has been de- 
signed and built for continuous use on the 
icecap. The polar cap of ice and snow, 
estimated at some places to be more than 
10,000 feet deep, is too soft to support 
standard building, and a packing action 
of the icecap tends to pull structures down 
within its depths. Army Engineers of the 
East Ocean division therefore employed 
the submarine pressure-hull principle and 
built the buildings of tubes 18 feet in diam- 
eter of varying lengths. Hooked together 
at the ends and with interconnecting pas- 
sageways, the over-all structure is balanced 
like a ship to go down into the snow slow- 
ly on an even keel at the rate of several 
feet a year. Personnel move in and out 
through submarinelike hatches. 


_ the tubes are quarters, mess hall, 
recreation room, kitchen, and equip- 
ment for several score men and a heating 


e 


system which maintains an interior tem- 
perature of 72 degrees above zero, while 
the outside temperature goes as low as 75 
degrees below zero. A medical service 
supervisor is always present in the build- 
ing equipped with a small dispensary. 
Cards, ping-pong, records, and movies 
provide recreation for the isolated airmen. 

Heating and electricity are supplied by 
diesel generators fueled from 55-gallon 
drums that are often air dropped, while 
water is obtained by melting snow in a 
huge fuel-powered melter. 


Fe a rational utilization of modern life 

and work in Greenland (other than the 
icecap area mentioned above) an abun- 
dant supply of electricity is a must. So 
much a must that quick repair work and al- 
ternate facilities should be ever ready at 
hand. Even the smallest clusters of isolated 
habitations should have electricity avail- 
able. Only in this way could specialists, 
technicians, workers, and essential mate- 
rials be made available. 

Hydroelectric power plants and steam 
plants with near-by coal could be inte- 
grated for supplying electric energy to 
load centers far away. The existing sup- 
ply or setup of electricity in Greenland is 
not even sufficient for the present popula- 
tion. 


most in demand in Greenland. Those are air transport and elec- 


q “ATTENTION must be focused on two main types of services 


tricity. Atomic power harnessed for peaceful purposes should 
be applied early in Greenland, where tt in so many respects could 
do immense good. Freight aircraft can also be used and de- 
veloped to much better advantage in the Greenland transport 
and traffic. The more air freight, the bigger and faster com- 
merce in peace, the greater and speedier aid in bringing war 


goods.” 
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Greenland has majestic, picturesque, 
mountain scenery of unparalleled beauty. 
It is definitely a tourist attraction, but has 
not yet been discovered as such. It needs 
promotion badly. Accommodations for 
tourists would be a natural development 
requiring modern utility-type services. 


Climatic Change 


ppm has the oldest documented 
history in the western hemisphere. 
In medieval times, the country was warm 
enough for a Norse agricultural economy, 
of which we see many signs remaining. 
Then a cold spell drove the Eskimos from 
farming to fishing. When the Greenland 
Eskimos in our days have been forced to 
change their main livelihood from hunting 
to fishing, this is unmistakably a sign of 
a recurrence of the beginning of condi- 
tions of the climate, which made the his- 
toric known agricultural era in Greenland 
possible. Already some agriculture—cattle 
and especially sheepherding—has in later 
decades developed in the southwestern- 
most part of Greenland (in the district of 
Julianehaab). 

Various species of fish have moved hun- 
dreds of miles farther north into Green- 
land waters. The huge quantity of cod 
alone constitutes an almost unbelievable 
source of richness. Fleets of foreign ves- 
sels are taking large quantities of fish out- 
side the territorial sea. Also, the Green- 
land Eskimos get a notable catch, but lack 
sufficient investment, organization, tools, 
bigger seagoing or seaworthy vessels. In- 
dustrial plants to take care of the treat- 
ment of the fish are developing, which will 
require more labor inland and the estab- 
lishment of public utilities. 

Instead of partly depending on a natural 
economy, which was the case when the seal 
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was the major source of livelihood, the 
population has to depend on a money econ- 
omy—a change which is indispensable in 
modern life. This may well pave the way 
for modern financial operations and in- 
vestments in Greenland. 


N° matter how we look at Greenland, 
the altered conditions themselves de- 
mand further and largely extended indus- 
trialization, and as a consequence in- 
creased demand for public utilities. With 
the continuation of the warming-up proc- 
ess, it is obvious that Greenland—for cen- 
turies almost completely a virgin land— 
can no longer avoid exploitation of its re- 
sources for the benefit of mankind. 

Of course, such a big country as Green- 
land would not be without minerals. We 
have seen that already regarding the pro- 
duction of cryolite, a sodium-aluminum 
fluoride required in the reduction process 
in addition to bauxite aluminum ore min- 
ing, which during the war was important 
to the airplane industry. Nature’s warm- 
ing-up process in the far North and mod- 
ern techniques facilitate access to further 
exploitation along this line. 

In the time of the medieval Norse col- 
onization (there was undoubtedly a Celtic 
influx, but space limitations forbid going 
into that here) the crossroads between the 
old and the new world was in Greenland. 
This is also the case today, especially as 
transpolar air operations become more and 
more commonplace. Such operations will 
be necessary for commercial and industrial 
purposes in peacetime, and they will be 
imperative during war. 

During the two world wars attention 
to the strategic importance of Greenland 
increased steadily. Not only was Green- 
land considered important for information 
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on weather (weather observation stations 
operate at various localities in Greenland), 
but also from Greenland bases the convoys 
carrying war materials could be protected. 
The airway from Greenland via polar re- 
gions is relatively close to the predomi- 
nantly heavy industrial areas of both 
America and Eurasia. 

Compared with Greenland, Alaska is 
actually of less strategic importance in 
peace as in war to our country. In the 
hands of an enemy it would be more dan- 
gerous were Greenland captured, than if 
Alaska was overwhelmed. The lines of 
communication are much longer from 
Alaska than from Greenland. 


a must be focused on two main 

types of services most in demand in 
Greenland. Those are air transport and 
electricity. Atomic power harnessed for 
peaceful purposes should be applied early 
in Greenland, where it in so many respects 
could do immense good. 

Freight aircraft can also be used and 
developed to much better advantage in the 
Greenland transport and traffic. The more 
air freight, the bigger and faster com- 
merce in peace, the greater and speedier 
aid in bringing war goods. Where ships 
go with difficulty, or would not be able to 
go at all, the airplane can. Many airports 
would be required to meet the situations 
arising from peace or war. An enlarged 
commercial and industrial activity would 
certainly need many airports for support. 

In case of war, contact with the native 
population involves two very important 
factors: (1) knowledge of their country 
and environment; (2) making the best use 
of their good educational standards and 
intelligence. Eskimos—and not at least 
Greenland Eskimos—have a marvelous, 
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sometimes it seems miraculous, aptitude 
for mechanics. 

The Danish government has for cen- 
turies carried on an increasingly dubious 
policy of isolation of the native popula- 
tion, giving as the reason that it wanted 
to protect it. This was possible in eras 
where Greenland, in the mind of civilized 
peoples, was far away and supposed to 
have no influence on major world events. 
But now it is very much otherwise. 

Atom bomb or no atom bomb, the new- 
ly planned radar chain being built in the 
far North is very important. It may be 
useful for peaceful purposes, too, as it 
can be made to serve the needs of aviation 
and thus the financial outlay can serve a 
double purpose of peace and defense. 


Organization Problems 


ae system is indispensable. 
The governments involved must take 
the first steps and co-operate. Here our 
Congress and federal government should 
have good arguments for a quick begin- 
ning. Friendship and dollars can obvious- 
ly do much, if wisely and morally applied. 
American private enterprise can also be 
used in the detailed scheme of financing 
and in this way ease the burden on the tax- 
payers. 

We have seen how America before the 
Civil War shrank from setting in opera- 
tion a transatlantic cable via Greenland, 
although elaborate preparations had been 
made. Greenland must certainly have been 
deeply in the mind of the government at 
that period of time, as even American pur- 
chase of the country was contemplated. 
Serious inner weakness—added to techni- 
cal difficulties to overcome the obstacles of 
nature—must have been a hindrance for 
carrying through a plan on a line of com- 
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munication—a plan which at so early a 
time had the understanding of the impor- 
tance of Greenland to us. Now it is many, 
many times as important for us to help to 
develop Greenland. We do not have the 
same difficulties behind our borders as 
then; nature is by far not so inhostile as 
then ; and technology is far more advanced 
in our times. 

But it must be admitted that in any such 
undertaking great difficulties still have to 
be overcome. Our best technicians and 
scholars could be used to outline the details 
of the complex of the plan. Yes, scholars 
as experts would be necessary for a 
planned work—and while the work is un- 
dertaken. We must know about the coun- 
try, the people, the conditions, the environ- 
ment, and a lot of other things. It would 
all take a considerable amount of money. 


ie oe Russia, Denmark, Norway, 
and England have their Arctic insti- 
tutes. But we should not forget the Arctic 
institutes of our own hemisphere, which 
have not been adequately supported to 
date. The headquarters of The Arctic In- 
stitute of North America is in Montreal, 
Canada, with branch offices in New York 
and Washington, D. C. The Catholic Uni- 


versity of America has its own Arctic In- 
stitute on its Washington, D. C., campus. 
There is much basic research to be done 
in Arctic fields. The activities of our Arc- 
tic institutes should be given adequate fi- 
nancial support. An appeal to the Ameri- 
can people and to their leaders in Congress 
for support from private and government 
sources would benefit the Arctic institutes. 
Little can be gained in letting vital re- 
search work go to waste or fall behind 
other countries in scientific contribution. 


— undertaking such as the one we 

have been discussing, which will give 
Greenland so great a push onward in 
mechanization, industrialization, and civi- 
lization, cannot fail in a large measure to 
dig into the soil of Greenland. 

It should be remembered that Green- 
land has a long and venerable history, 
which goes back into the dim pre-Colum- 
bian past. We should look at the history 
of Greenland as a history which predates 
our own American history. Development 
in Greenland should, therefore, preserve 
ancient artifacts. There are many relics in 
Greenland from centuries before Colum- 
bus, when Norse European civilization 
once dominated. 





The Cost of “Cheap Power” 


“... I think that many of us in Charlottesville (and New York 
city and Atlanta and Denver) finally have received an inkling that 
we are paying the bill for so-called cheap power in places like Mem- 
phis and Seattle. What the citizen of Memphis saves on his electric 
rate, a fellow citizen in New York makes up in his taxes and in the 
higher rate which he must pay to an investor-owned electric company 
which turns over to the taxgatherer 23 cents or more from its every 


dollar of revenue.” 


—A. J. G. PriEst, 


Professor of law, University of Virginia. 
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Washington and 


the Utilities 


TVA Fiscal Reforms? 


| ¢emayans more significant than the dol- 
lars and cents difference in appropria- 
tions which the Eisenhower budget may 
mean for the Tennessee Valley Authority 
is the possibility that TVA might have to 
make some basic changes in its way of op- 
erating and figuring costs and expenses. 
The 77 per cent cut which the President 
called for in TVA funds for new construc- 
tion, as compared with the amount granted 
to TVA, for the current fiscal year, is 
simply the result of the tapering off of 
the TVA construction program. 

It is a hard fact that the past three Con- 
gresses have failed to authorize new plant 
construction by the TVA itself at Fulton, 
Tennessee. It was primarily because of 
this refusal of Congress to OK the expan- 
sion of TVA that the Eisenhower admin- 
istration had to look elsewhere for addi- 
tional power to supply both the TVA area 
and the Atomic Energy Commission re- 
quirements that resulted in the controver- 
sial Dixon-Yates contract—whereby busi- 
ness-managed utility interests would build 
a plant at West Memphis, Arkansas, to 
replace power furnished by TVA directly 
to AEC. 























Whatever may be the fate of the Dixon- 
Yates contract, it is obvious that TVA will 
have to look more towards private power 
sources than to the government to meet 
increased power needs in its operating 
area, unless the 84th Congress should re- 
verse the verdict of three previous Con- 
gresses and give TVA’s own plant and ex- 
pansion program a green light in the form 
of additional appropriations. The Presi- 
dent’s budget proposals were evidently 
predicated on the proposition that Con- 
gress would not change its mind about 
this and so provided no appropriations 
for new TVA power generation units in 
fiscal 1955 or 1956. 


a of $27,550,000 required for 
fiscal 1956 would be used to complete 
installation already started and to take 
care of construction (about $6,500,000) 
of TVA transmission lines to pick up pow- 
er to be generated at the proposed Missis- 
sippi Valley Generating Company (Dixon- 
Yates) plant. This modest amount com- 
pares with the $120,000,000 granted TVA 
for the present fiscal year and $188,546,- 
000 for fiscal 1954. TVA’s total operating 
program for 1956, however, will involve 
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$316,237,000. This includes the new ap- 
propriation ($27,550,000), plus $248,- 
276,000 derived from the sale of power 
and fertilizer products, and cash capital re- 
duction. These arrangements, plus the 
600,000 kilowatts to be provided AEC 
from the Dixon-Yates plant, would enable 
TVA to increase its power capacity 80 per 
cent within five years. 

The present Congress may not be quite 
so much inclined to go along with fiscal 
reforms envisioned by the Eisenhower 
budget for TVA. Under this program, 
TVA would not only pay interest on the 
use of the taxpayer’s money but also find 
new ways to pay for additional plants, if 
necessary, without further appropriations 
from Congress. The authority has been 
requested to complete its studies for financ- 
ing future expansion (probably through 
issuance of revenue bonds) in time to per- 
mit consideration by the present Congress 
of any legislation that may be necessary. 
All of these proposals are expected to en- 
counter stiff opposition from the public 
power bloc in Congress. 


Prete: Senators Gore (Tennes- 
see), Kefauver (Tennessee), Spark- 
man (Alabama), and Neuberger (Ore- 
gon) already have served notice that they 
will attempt to block appropriations for 
transmission lines to connect the TVA 
system with the new Dixon-Yates plant. 
But Chairman Anderson (Democrat, New 
Mexico) of the Joint Committee on 
Atomic Energy, a bitter foe of the Dixon- 
Yates plant, said he would be in favor of 
the appropriation unless Democrats in 
Congress can find a way to block construc- 
tion of the plant, which is doubtful. 

The total amount requested for U. S. 
Bureau of Reclamation construction — 
$142,341,000 — is about $9,000,000 more 
than was requested for the fiscal year of 
1955, which ends next July Ist. Most of 
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the increase, however, will go for new 
starts on five reclamation projects which 
have no power features. 


Strategy of the Dixon-Yates Fight 


AX for the Dixon-Yates squabble, it 
seemed to be generally assumed by 
critics of the contract that the Securities 
and Exchange Commission would approve 
the deal some time before the contractual 
deadline of February 15th. But they evi- 
dently were not so sure they had the votes 
to put through a general resolution, which 
had been planned for both houses of Con- 
gress, condemning the contract. So, the 
Joint Committee, by party vote (10 to 8), 
rescinded the waiver of the 30-day review 
voted by the previous committee. 

More likely to succeed, as a roadblock, 
would be the plan to have the House Ap- 
propriations Committee deny TVA funds 
for constructing a transmission line which 
would connect the Dixon-Yates plant with 
the TVA system. Chairman Cannon of 
the House committee insists that his recent 
reshuffling of subcommittees, so as to es- 
tablish a new public works subcommittee 
to handle both AEC, TVA, and other pub- 
lic power project appropriations, had noth- 
ing to do with political strategy of the 
public power bloc in its fight on the Eisen- 
hower public power policies. 

But the plain fact is that the new sub- 
committee is heavily loaded with public 
power proponents and headed by Cannon 
himself, who has always gone along with 
public power spending even when econo- 
mizing on other matters. So the chances 
are the committee could cut the TVA line- 
building funds to implement the Dixon- 
Yates deal if it so desires. This of itself 
would not stop the Dixon-Yates plant con- 
struction from going ahead, and since it 
would take more than two years to build, 
the denial of funds for connecting TVA 
lines might not be very decisive. 











































WASHINGTON AND THE UTILITIES 


One other shot in the gun of the Dixon- 
Yates foes is the possible court appeal from 
the expected SEC decision approving the 
contract. But this also would not be likely 
to stop the actual plant building. 


¥ 


Other Federal Power Funds 


Bim total amount requested for the Bu- 
reau of Reclamation—$175,916,000 
—is about $13,500,000 more than was re- 
quested for the fiscal year of 1956. Most 
of the increase, however, will go for new 
starts on five reclamation projects which 
have no power features. The budget also 
includes $20,000,000 to enable the bureau 
and the Corps of Engineers to participate 
in water development “partnership” proj- 
ects. Five million dollars of this amount 
is proposed for three multiple-purpose 
projects containing power facilities in the 
Pacific Northwest to be installed by local 
interests. Another $5,000,000 would go 
for starts on the Upper Colorado river 
storage project and the Frying Pan-Ar- 
kansas project. 

There would be no new construction 
money for either the Southeastern Power 
Administration or Southwestern Power 
Administration (SPA). Completion of 
SPA’s entire transmission system and 
service facilities to connect new customers 
is expected during the current year. Pay- 
ments for the purchase of power and 
wheeling charges, formerly provided by a 
continuing fund, will be taken out of 
SPA’s appropriation for “operation and 
maintenance” ($1,134,000). Last year 
SPA was given for this purpose a total of 
$1,765,000. Army Engineers’ multipur- 
pose projects, including power, would get 
$207,520,000 — down $15,000,000 from 
this year, with no new starts. 

Construction funds for the Bonneville 
Administration would be reduced for the 
fiscal year of 1956 (from $24,300,000 to 


$16,400,000). The administration, fur- 
thermore, wants legislation authorizing a 
business-type budget for BPA so as to 
provide for direct use of power revenues 
to repay the Treasury for the federal in- 
vestment in power facilities and help de- 
fray the cost of the agency’s operation 
and maintenance expenses. A million dol- 
lars is budgeted for a survey to determine 
if the Passamaquoddy (Maine) Bay tidal 
project could be economically developed. 
For rural electrification and rural tele- 
phone loans, there is some increase. The 
administration wants $230,000,000 in 
over-all new lending authority — $160,- 
000,000 (up $2,500,000) for electrifica- 
tion loans and $70,000,000 (up $5,000,- 
000) for telephone loans. 
5 


Slow Start on Gas Bill 


7 spokesmen for the gas and oil 
industry continue to inveigh against 
the consequences of the Supreme Court 
decision in the Phillips Case, the expected 
proposed bill to exempt gas producers 
from FPC jurisdiction failed to make an 
early appearance in Congress. This does 
not indicate that congressional supporters 
of such legislation have given up or were 
faltering. On the contrary, it indicated 
careful, back-of-the-scenes preparation. 
One Texas Congressman, Representa- 
tive Ikard, made statements early in Jan- 
uary about introducing such a bill. But 
Washington observers were inclined to the 
view that the main forces were mobilizing 
behind an effort to secure “outside” spon- 


. sorship. This would mean bills introduced 
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by Congressmen from other than gas-pro- 
ducing states. When such bills do mate- 
rialize, it is also likely that they will be 
planned for prompt handling. 

One thing was fairly certain in both 
houses of Congress. That was that the 
expected gas bill would be heard by full 
committees rather than subcommittees. 
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Favorable Trend Seen in 
Recent Rate Decisions 
sen ae trend is in evidence among 

certain state regulatory bodies and 
courts to recognize more clearly the need 
of telephone companies to earn a fair re- 
turn on the fair value of their investment, 
according to W. G. Wright, president of 
the General Telephone Company of the 
Southwest. This is particularly important, 
Wright noted, if the flow of new money 
into the telephone industry from equity 
investors is to be maintained and thereby 
permit keeping abreast of service require- 
ments and in step with modern develop- 
ments in the art of telephony. 

In reviewing some recent decisions of 
regulatory commissions and courts in tele- 
phone rate matters, Wright cited several 
pertinent examples: 

€1) The Arizona Corporation Commis- 
sion, in granting a rate increase to the 
Mountain States Telephone & Telegraph 
(Bell) Company, recognized a fair value 
rate base together with a rate of return 
on such rate base which allowed for a 
projection of expected results for two 
years into the future. Also, an added earn- 
ings allowance was made for the effect 
of “attrition” over the same period; 1.e., 
the continued rising costs per telephone 
under inflation for such items as invest- 
ment, depreciation, and taxes. 
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(2) The New York Public Service Com- 
mission granted the Rochester Telephone 
Corporation a major rate increase, in con- 
nection with which Commissioner Glen 
B. Bedenkapp stated : 


It would be little less than tragic at 
this critical juncture in its (Rochester 
company) forward progress, if the 
company were denied the means to at- 
tract, on reasonable terms, the large 
volume of additional capital it requires 
for the fulfillment of its ambitious pro- 
gram. 


(3) The Michigan supreme court af- 
firmed a lower court decision, holding that 
rates prescribed by the Michigan Public 
Service Commission for the General Tele- 
phone Company of Michigan were “un- 
reasonable, unlawful, and confiscatory.” 
As a result, the telephone company is con- 
tinuing to collect under bond the full 
amount of the increase originally applied 
for pending commission compliance with 
the supreme court ruling. The court’s rul- 
ing also held that “every reasonable effort 
should be made by the commission to pass 
judgment on facts that will not only reflect 
upon the present but a reasonable period 
in the future.” 

(4) The Ohio Bell Telephone Company 
was recently granted by the state commis- 
sion an increase in tariffs amounting to 
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86 per cent of the amount requested. In 
the state of Ohio, the utilities are allowed 
earnings predicated upon a reproduction 
cost new rate base. 


gmat the rate increase granted 
to all companies in the General Tele- 
phone system during 1954, Wright stated 
that the increases represented an increase 
in gross revenue of over $4,000,000 annu- 
ally. The General Telephone system op- 
erates 1,800,000 telephones in 21 states. 

It is significant, Wright said, that 
despite this trend elsewhere in the United 
States, in the three largest rate cases in 
which decisions were handed down in re- 
cent months on applications made by the 
General Telephone Company of the South- 
west before the state commissions in Okla- 
homa and Arkansas, and the city commis- 
sion in San Angelo, Texas, no recognition 
was given to current-day costs in the rate 
base, nor was the rate allowed on these 
restricted rate bases adequate to allow the 
company to attract new capital for invest- 
ment in those areas. 


* 


Michigan Court Comments 
On Regulatory Lag 


7 impact of regulatory lag on utility 
earnings was the subject of a con- 
structive decision recently handed down 
by the Michigan supreme court. The deci- 
sion upheld an appeal of the General Tele- 
phone Company of Michigan from an 
order of the Michigan commission allow- 
ing only partial rate relief. The commis- 
sion had allowed a $660,000 rate increase 
as compared with a company request of 
$1,100,000. A lower court turned the case 
back to the commission with instructions 
to grant additional rate relief on the basis 
of testimony showing increased expenses 
totaling $401,535 for 1952. As a result 
of regulatory lag, the estimated return had 


dropped from 6 per cent to 4.2 per cent. 
The commission refused to go along and 
insisted that the company start a new rate 
application so as to get in new evidence. 

The Michigan supreme court ruled that 
a commission cannot establish a retroactive 
rate to correct an injustice caused by a 
delay of rate relief in the past. It added 
as follows: 


. . . When failure to provide adequate 
rates in the past cannot be remedied by 
retroactive orders, it follows that every 
reasonable effort should be made by the 
commission to eliminate unnecessary 
delay and to pass judgment on facts that 
will not only reflect upon the present 
but a reasonable period in the future. 
The commission failed to meet this test 
not only at its hearing but failed again 
when the testimony received before the 
court was transmitted to it, and it was 
in error in informing the court that the 
company’s “remedy in this regard is 
simple and expedient ; namely, the pres- 
entation of a new rate application to this 
commission for the proper determina- 
tion of such facts affecting its revenues, 
expenses, and services as have occurred 
since the close of the record upon which 
our order was based.” The commission 
was in error in refusing to consider the 
testimony transmitted by the court ... 


HE Michigan high court also ruled 

that the lower court, which permitted 
the rate actually requested by the company 
to go into effect under bond, had “properly 
exercised its general equity jurisdiction to 
protect the company from confiscatory 
rates during the interval that the court 
realized must elapse between the time the 
commission refused to give consideration 
to the testimony regarding the impact of 
its order upon the company during 1952 
and the time when said commission would 
give that consideration.” 
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Illinois Commission Allows 
5% Per Cent Return 


etd a year ago the Illinois Bell Tele- 
phone Company filed an application 
for a rate increase of about $25,000,000, 
or an increase of about 9 per cent in the 
company’s intrastate rates, and this was 
disapproved in its entirety by the commis- 
sion on January 13, 1955. The commission 
pointed out that in April, 1953, an increase 
of over $16,000,000 had been granted, and 
that since 1947 total rate increases exceed- 
ing $70,000,000 had been allowed. How- 
ever, no comparison of this amount was 
made with the inflation in wages and other 
costs during the postwar period. 

It may be of interest to analyze some of 
the commission’s reasoning in the present 
case. In former years the commission 
gave little or no consideration to fair 
value, until ordered to do so by the 
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Financial News 
and Comment 


By OWEN ELY 


supreme court of that state in a previous 
Bell telephone case. In the present in- 
stance the commission allowed a fair value 
figure, which was apparently a simple 
average of net book account and net re- 
production cost new. This amounted to 
115 per cent of net book account (original 
cost). In a previous case, however, fair 
value had worked out at 132 per cent of 
net book. Why the substantial difference 
in the two percentages? A careful study 
of both decisions would be necessary to 
arrive at the answer, but it is significant 
that the commission’s present valuation of 
the property exceeds the valuation found 
in 1953 by only $41,000,000, whereas the 
evidence indicated that net additions to 
plant in the intervening period totaled 
$108,000,000. 


HE commission allowed plant under 

construction and plant held for future 
use to be included in the rate base, but 
cash working capital was excluded, con- 
trary to general precedent. In this connec- 
tion the decision (page 12) stated that the 
minimum balance for tax accruals was 
over twice as large as the claim for work- 
ing capital, and that there was no ques- 
tion of using funds earmarked for pay- 
ment of taxes as working capital. “A com- 
parison of current assets with current and 
accrued liabilities shows that the latter 
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exceed the former, resulting in negative 
net working capital.” 

The commission allowed only 5.5 per 
cent as a fair rate of return in contrast 
with rates ranging from 5.8 per cent to 
5.95 per cent in other recent utility cases in 
Illinois. This was apparently based on the 
earnings-price ratio data presented by its 
own witness, which figures were not ad- 
justed for underpricing, cost of security 
issuance, or “investor expectations.” Dr. 
Torgerson, commission witness, presented 
studies to show that the average rate of 
earnings on the market value of average 
capitalization during 1951-53 was 5.2 per 
cent for 19 operating electric companies 
and 5.6 per cent for six listed telephone 
companies. Interest and dividends paid 
provided a 4.4 per cent return on market 
value for the electric companies and 4.9 
per cent for the telephone companies. 


i ew method of computing cost of capi- 
tal is reminiscent of the “bare-bones” 
method in the controversial FPC gas rate 
decisions of 1952, which caused so much 
adverse comment and which was later 
substantially modified by that commission. 
It apparently makes no allowance for the 
bona fide cost of issuing new securities 
and for the necessity of setting a lower- 
than-market price in order to sell large 
blocks of new securities to investors. In 
the case of common stocks, such cost in 
many cases might well exceed the “going 
market rate” by 10 per cent or more, as 
has been demonstrated many times. Such 
is the ostensible justification for fixing re- 
turn as low as 5.5 per cent. Company 
witnesses had testified that a fair rate of 
return would be between 6.6 and 7.5 per 
cent, contending that rate of return should 
be adjusted upward to offset “economic 
depreciation” (or excess depreciation re- 
sulting from inflation). 

How would the allowed earnings have 


worked out if applied to an original cost 
rate base, with an addition of say 4 
per cent to allow for working capital? 
Taking original cost as 100 per cent, this 
would have meant a rate base of 104 per 
cent instead of 115 per cent of original 
cost, or a reduction of nearly 10 per cent. 
This is almost an offset to the reduction 
in rate of return from 6 per cent to 54 
per cent. In other words, if a fair rate of 
return is 6 per cent, which is a general 
rule of thumb in rate cases, the commis- 
sion has in effect allowed a fair return 
on original cost only—apparently turning 
its back on fair value. In fact, the result is 
even more severe than the above suggests 
since new plant added in future will earn 
at only 53 per cent, and by thus failing to 
pay its own way will further dilute earn- 
ings on the present equity. 
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Public Power Projects 


oe dees accompanying chart on page 210, 
which was prepared by Ebasco Serv- 
ices Incorporated, indicates that despite 
the more conservative policy of the Eisen- 
hower administration, as to starting new 
federal power projects, there were still 
747 federal power projects totaling 69,- 
000,000 kilowatts ‘‘on paper” as of Octo- 
ber, 1954 (not including co-op and state 
power projects). However, only a small 
part of these are in service or under con- 
struction; a large proportion are still in 
the “approved or proposed” category. 
Only 3,441,900 kilowatts, including four 
projects formerly authorized and seven 
formerly approved or proposed, had been 
removed from the federal program: 400,- 
000 kilowatts were abandoned, 437,400 
kilowatts are to be built by private electric 
companies, and 2,604,500 kilowatts will be 
built by nonfederal public bodies. 

The table on page 211 is a comparison 
of the current situation with the status in 
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1946 (excluding REA and the St. Law- 
rence project). 

The administration, while anxious to 
prevent unlimited TVA expansion at the 
expense of the basic enterprise structure 
of the electric utility industry, is heavily 
interested in developing the upper Colo- 
rado, although only $5,000,000 has been 
requested for this purpose thus far, plus 
$1,000,000 to restudy Passamaquoddy. As 
described in P.U.R. Executive Informa- 
tion Service Weekly Letter of January 
21st, the new budget includes $20,000,000 
to enable the Bureau of Reclamation and 
the Corps of Engineers to participate in 
“partnership” power projects. 

Thus, the public power program appears 
to be modest enough for the present, but 
it contains great potentialities for future 
waste of public funds if all the numerous 
long-range plans still on paper should be 
pushed aggressively. There is an oppor- 
tunity here to clear out of the records 
some of the apparent “deadwood’— 
meaning proposed but unjustified projects 
—especially those in New England. 


¥ 


Why a Generous Dividend 
Pay-out Is Warranted 


| eres J. W. McAfee of Union 
Electric Company of Missouri, in a re- 
cent talk about his company before the 
New York Society of Security Analysts, 
gave a well-reasoned “plug” for a gener- 
ous dividend pay-out policy by the electric 
utilities. 

He pointed out that the electric utilities 


differ greatly from industrial companies, 
and that the utility executive should not 
be influenced by the experiences of indus- 
trial companies. There is practically no 
possibility, he held, that a prosperous and 
growing utility will not be able to meet 
all its equity requirements from retained 
earnings. 

This being the case, two questions 
occur: (1) Can the company safely 
rely on being able to secure necessary 
funds from the public? (2) What divi- 
dend policy will produce the best over-all 
result—utilization of a relatively high per- 
centage of earnings for dividends, or re- 
tention of as large a part of the earnings 
as possible for use in the business? 


) agers the first question, he stated 
as follows: 


There is a built-in feature that pro- 
vides some measure of safety. When 
times are bad the need for capital is 
reduced. Ours is a slow-moving busi- 
ness so that there is considerable flexi- 
bility as to when capital is used. The 
proven stability of income, particularly 
from residential and small commercial 
users, keeps utility earnings at better 
levels in hard times than those of almost 
any other enterprise. 


Even in the most severe depression in 
utility history, that of 1929-32, he pointed 
out, no reasonably diversified electric 
operating utility was in real trouble or un- 
able to meet the needs of its customers 
fully, and none of them had to take ad- 
vantage of the emergency credit facilities 


Millions of KWH Per Cent 

1946 1954 Increase 
LEO IO ne ee 49 12.8 161 
Under ‘Constftiction ......2.....62..00. 1.4 6.9 393 
PO oy: rn? pa AS ES MASA! ea 7.7 9.3 21 
Approved and Proposed .............. 10.5 40.0 281 
is io | a ei Ra ENN lee EY BY 24.5 69.0 182 
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= AMERICAN GAS ASSOCIATION % PRELIMINARY 








URING the past decade, the gas utility industry added an average of 

700,000 new residential customers a year, a total increase of 37 
percent. In this period, use per customer rose 85 percent, reflecting 
increased demand for natural gas for house heating and such newer uses 
as clothes drying, incineration and air conditioning. 
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created by the government. Hence, he 
contended, there should always be funds 
available for investment under the present 
political-economic system and “if there are 
such funds . . . our industry will attract 
its share of them.” In any event, a liberal 
dividend policy can always be changed if 
and when the need should arise. 


ee the second question, there is 
little doubt that the investor in utility 
common stocks is yield-conscious, and any 
substantial reduction in yield would in- 
crease the cost of common stock financing. 
“Furthermore, in a high capital cost regu- 
lated industry, I see no way to produce 
a result that will be attractive to investors 
without paying out as much as circum- 
stances permit.” 

Mr. McAfee does not think that in- 
vestors are much interested in occasional 
stock dividends. “I can only express re- 
gret that the investing public, according 
to my view, so underestimates the advan- 
tages, tax and otherwise, of such a course. 
The result, however, of this attitude in the 
market is that we have no intentions, now 
at least, to adopt such a program.” 

Of course, it is impossible to set any 
“normal” percentage pay-out for divi- 
dends since each utility has its own charac- 
teristics. Moreover, conditions vary from 
year to year. Union Electri¢ is in an un- 
usually good position to pay out its earn- 
ings, Mr. McAfee stated, with a relatively 
high equity ratio, good growth, and sound 
prospects, large capital and earned sur- 
pluses coming substantially from the 
breakup of North American Company, 
and comparatively low construction re- 
quirements for the immediate future. The 
company recently increased its dividend 
rate from $1.20 to $1.40, the latter amount 
representing about an 85 per cent pay-out, 
which compares with an industry average 
around 74 per cent. 


Earnings of the Natural Gas 
Pipeline Companies 


— of the natural gas pipeline 
companies are now making a some- 
what better showing compared with a year 
or so ago. In the twelve months ended 
November 30, 1954 (FPC Release No. 
7736), the number of ultimate consumers 
for the 35 reporting companies increased 
4 per cent; Mcf retail sales to ultimate 
consumers gained 6 per cent, and whole- 
sale sales to other gas utilities improved 
9 per cent. Due to rate increases, however, 
revenues from sales to ultimate consumers 
gained 12 per cent while wholesale reve- 
nues increased 16 per cent, making an 
average of 14 per cent. 

The cost of purchased gas was 17 per 
cent higher and transmission expenses in- 
creased 13 per cent, with total expenses 
up 17 per cent. Smaller increases in other 
costs partially offset this, leaving the gain 
in total deductions at 14 per cent, which 
matched the gain in revenues. With a sub- 
stantial increase in miscellaneous income, 
gross income gained 16 per cent. Against 
this improvement, however, there was a 
sharp upswing of 26 per cent in fixed 
charges: interest on long-term debt gained 
21 per cent and the credit for interest on 
construction was 23 per cent lower. Thus 
the gain in net income was reduced to less 
than 11 per cent. Gross plant increased 
10 per cent, although construction work 
in progress as of November 30, 1954, was 
only $181,000,000 compared with $409,- 
000,000 a year previous. 

For the month of November the show- 
ing was slightly better than for the twelve 
months’ period. 

> 


“Public Utilities Perspective” 


—— SERVICES, INc., has 
recently been issuing a monthly 
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publication, entitled Public Utilities — 
Perspective, which is prepared by Michael 
J. Kraemer. It covers various topics. 

Perhaps the most interesting of these 
studies was the discussion of “Rate of 
Return,” November 9, 1954, issue. Mr. 
Kraemer pointed out why the rate of re- 
turn must be adequate to attract new capi- 
tal, and discussed the cost of raising new 
money, which is constantly changing. 

The leverage in capital structure and the 
“cost-of-money” concept were analyzed. 
The famous FPC decisions in the summer 
of 1952, which followed the over-all 
“bare-bones” cost-of-money theory, were 
described. 

He pointed out that the rate of return 
must be relatively high in good years, and 
gave a number of reasons why the return 
should not be limited to 6 per cent at the 
present time. 

In the January 20th issue Mr. Kraemer 
discussed the outlook for 1955, coming to 


the following conclusions regarding the 
general economy: 


(a) The FRB index will advance by 
about 4 per cent to 130. 

(b) Gross national product will in- 
crease by about 3 per cent to $367 bil- 
lion, a new record high. 

(c) The price level will continue 
stable. 

(d) There will be no reduction in 
corporate or personal income tax rates. 

(e) There will be no damaging labor 
strikes in key industries. 


| pete 1954 statistics on electric power 
have not yet been released by the FPC, 
but Mr. Kraemer makes some interesting 
estimates. Industrial kilowatt-hour sales 
of privately owned companies, including 
deliveries by Electric Energy, Inc., to the 
AEC, showed little change from 1953, 
despite the 7 per cent decline in the index 
of industrial production. 


DATA ON ELECTRIC UTILITY STOCKS 
Divi- 

1953 1/26/55 Cur- on Earnings* Price- dend Common 
Rev. Price Div. rent In- 12 Mos. Earns. Pay- Stock 
(Mill.) About Rate Yield Poried crease Endedt Ratio out Equity 
$223 S American Gas & Elec. ..... 44 $1.80 4.1% $2.48** DI Nov. 17.7 73% 33% 
31 O Arizona Public Service .... 23 .90 3.9 1.46 20 Nov. 15.8 62 33 
8 O Arkansas Mo. Power ..... 24 112d 4.7 1.82 17 Sept. 13.2 62 30 
25 S Atlantic City Elec. ........ 37 1.60b 4.3 2.07 18 Nov. 17.9 77 30 
5 O Bangor Hydro-Elec. ...... 35 1.80 | 2.38 24 Sept. 14.7 76 3° 
4 0 Blak Has P. a1. ....... 25 1.28 5.1 Zaz 13 Oct. 11.8 60 23 
ARS Oe 55 2.80 5.1 3.23 8 Sept. 17.0 87 52 
18 A Calif. Elec. Power ........ 13 .60 4.6 Jo ‘Di0 Sept. 17.3 80 34 
144 O Calif. Oregon Pr, ......... 30 1.60 5.3 1.82 32 Nov. 16.5 88 40 
6 O Calif.-Pacific Utilities ..... 27 1.40 5.2 2.13** Zz Nov. 12.7 66 29 
ee Se eh en 24 1.00 42 1.62 12 Dec. 54 14.8 62 32 
21 S Central Hudson os oe... as 76 Si 95 30 Sept. 15.8 80 8637 
15 © Gentral 1 E. 2 G......... 34 1.60 4.7 2.10 1 Sept. 16.2 76 31 
29 S Central Il. lg ESE RO | 47 2.20 4.7 3.11 10 Nov. 15.1 71 39 
ee ee oe 25 1.20 48 1.83 30 Sept. 13.7 66 33 
9 O Cent. Louisiana Elec. ...... 29 1.20 4.1 1.45 S Sept. 20.0 83 31 
27 O Central Maine Power ..... 24 1.20 5.0 1.86 33 Nov. 12.9 65 30 
96 S Central & South West .... 33 1.32 4.0 1.90 10 Sept. 17.4 69 35 
9 O Central Vermont P. S..... 17 92 5.4 1.18 34 Nov. 14.4 78 30 
89 S Cincinnati G. & E. ........ 24 1.00% 42 1.65 13 Sept. 14.5 61 37 
5 O Citizens Utilities .......... 16 48a 6.0a 1.05 8 Sept. 15.2 46 38 
91 S Cleveland Elec. Illum. ..... 66 2.60 3.9 3.90 D3 Sept. 16.9 67 44 
3 O Colorado Cent. Power ..... 28 120 43 1.67 14 — Sept. 168 72 39 
32 S Columbus & S. O. E. ..... 30 160 5.3 1.88 1 Sept. 16.0 85 36 
329 S Commonwealth Edison .... 47 1.80c 3.8 2.54 12 Sept. 18.5 71 46 

10 A Community Pub. Serv. .... 23 100% 4.3 1.61 D3 Sept. 14.3 62 49 
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1/26/55 Cur- Share Earnings* Price- poe’ Common 
(Cotes) = Get me Ot ae ie Ee RS 
Concord Electric ......... 39 240 62 2.48 31 Dec. 15.7 97 63 
Connecticut L. & P. ...... 19 i 49 1.09 18 Nov. 17.4 86 8639 
Connecticut Power ........ 43 2.25 52 2.04 D112 Sept. 2it°” He CFS! 
Consol. FGISON 2.6.60 0000's 47 2.40 Sal 2.98 1 Dec.’54 158 81 43 
Consol. Gas of Balt. ...... 31 140 45 1.77 3 Sept. 17.5 a 6 6 
Consumers Power ......... 48 220 4.6 3.09 10 Nov. 15.5 71 41 
Dayton Hw Le skies 43 200, 47 2.87 6  ~— Sept. 15.0 70 35 
Delaware P: & L. oo. ices: 32 140 44 2.07 14 Sept. 15.5 68 37 
Detroit Edison ........... 34 160 4.7 2.00 — Nov. 17.0 80 47 
Duke Power ............. 52 2.00 3.8 3.36 17 Sept. 15.5 60 52 
Duquesne Light .......... 35 Kee 5.) 229 NC Oct i583. 79 32 
Eastern Util. Assoc. ...... 33, «200668 2.18 D9 = Nov. IS1 92 33 
Edison Sault Elec. ........ 12 50 42 98 36 —s Sept. 122 51 49 
UCD | 38 1.60 4.2 2.48 28 Nov. 15.3 65 36 
Empire Dist. Elec. ........ 27 060 40'S 52 2.12 — Sept. 127 6 33 
Fitchburg G. & E. ........ 52 3.00 5.8 2.80 D7 Dec. 18.6 107 53 
Florida Power Corp. ..... 36 160 44 2.16 19 Sept. 162; 74 30 
Piorida PB. & L...0.606 665% 59 1.80 3.1 3.40 25 Sept. 17.4 53 33 
General Pub. Util. ........ 34 1.70 5.0 2.45** 1 Sept. 13.9 69 38 
Green Mt. Power ......... 32 1.80 5.6 2.29 29 Nov. 14.0 79 36 
Galt States OGL ocscs ccc 32 1.40 4.4 1.95 6 Nov. 16.4 72 30 
RAOPeTOra i. Ey. ccc acccese 56 2.75 4.9 3.18 D2 Sept. 17% 86 46 
Haverhill Elec. ........6.. 41 2.50t 6.1 2.99 10 Dec. 13.7 84 100 
Pouston L. & PB ic .... ss: 41 120 2.9 2.30 28 Dec. '54 17.8 52 39 
Housatonic P. S. ......... 25 1.40 5.6 1.47 11 Dec. 17.0 95 46 
Idaho Power .......006.. 54 2.20 4.1 3.54 5 Sept. 15.3 62 35 
Illinois Power ........... 49 220 45 2.77 6 Nov. 17.7 79 35 
Indianapolis P. & L. ...... 25 110 44 1.59 2 Sept. 15.7 69 36 
Interstate Power ......... 133 70 5.2 95 1 Sept. 14.2 74 29 
Sowa Hiee, L. &P. 2... 066 24 1.20 5.0 1.77 12 Nov. 13.6 68 32 
Towa-llt Gi EB. o...cccese 33 1.80 5.5 2.02 D114 Oct 16.3 89 36 
Towa Power & Light ...... 27 1.40 52 1.80 D6 ~=— June 15.0 78 30 
Iowa Pub. Service ........ 16 70 4.4 1.02 15 Oct 15.7 69 28 
Iowa Southern Util. ...... 22 1.20 55 141 D12 Nov. 15.6 85 38 
Kansas City P. & L. ...... 41 180 4.4 2.33 6 Dec. ’54 17.6 77 35 
Kansas Gas & Elec. ....... 53 2.40 4.5 4.01 20 Nov. 132 60 29 
Kansas Pr. & Lt. ......... 22, 2 5:1 Lor 14 —s Sept. 140 71 28 
Kentucky Utilities ........ 26 1.20 4.6 2.02 19 Sept. 12.9 59 31 
Lake Superior D. P. ...... 38. 200. 53 2.83 1 Sept. 13.4 71 36 
Lawrence Electric ........ 26 «=61.40t 5.4 1.87 18 — Dee. 139 75 63 
Long Island Lighting ..... 22 1.00 4.5 1.16 22 Sept. 19.0 86 32 
Louisville G. & E. ........ 46 180 3.9 3.13 D4 Sept. 14.7 58 34 
Lowell Elec. Lt. .......... 56 350F., 63 3.74 3 ec. 150 94 65 
OC a OR 1 a er 30 1.60 bees 2.14 14 Dec 14.0 75 73 
Madison G. & E........... 41 1.60 3.9 3.13 16 Dec. 13.1 51 53 
Maine Public Service ..... 27 1.60 5.9 2.03 15 Nov. 3 79 35 
Michigan G. & E. ........ 37 1.35a 6.6a 272 D1 Sept. 13.6 50 31 
Middle South Util. ....... 32 150 | 47 2.16 11 Nov. 148 69 36 
Minnesota P. & L. ........ 24 1.20 5.0 173- Dis Dec. ’54 13.9 69 31 
Miss, Valley P. S. ........ 26 1.40 5.4 2.54 20 Dec. '54 10.2 55 29 
BUISSOULE ©. Se ociicceksr 37 1.80 4.9 2.60t _—_ — 14.2 69 28 
Missouri Utilities ......... 22 1.24 5.6 1.89 14 Sept. 116 66 32 
Montana Power .......... 38 1.60 4.2 2.61 1 Nov. 14.6 61 36 
New England Elec. ....... 17 A 1.28 5 Sept. 33° 7 #4 
New England G. & E. ..... 18 1.00 5.6 1.36 — Nov. 13.2 74 36 
New Orleans P. S. ....... 45 2.25 5.0 2.82 10 Nov. 16.0 80 39 
Newport Electric ......... 37 2.00 5.4 262 D116 Nov. 14.1 76 34 
N. Y. State El. & Gas .... 41 2.00 4.9 2.56 3 Nov. 16.0 78 35 
Niagara Mohawk Power .. 31 160 5.2 2.04 — Oct. ibe 78 °38 
Northern Ind. P. S. ...... 32 1.60 5.0 2.38 11 Nov. 134:— 67 33 
Northern States Pr. ...... 16 .80 5.0 1.06 6 Sept. 15.1 75 35 
Northwestern P. S. ....... 16 .90 5.6 120 D114 Sept. 13.3 75 27 
Olio EGON: 6c ccsecs ses 47 2.20 4.7 2.99 6 Nov. 15.7 As A 
Oklahoma G. & E. ........ 32 1.60 5.0 2.17 12 Nov. 14.7 74 ~=30 
Otter Tail Power ......... 27 1.50 5.6 2.16 D4 Nov. 12.5 69 30 
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Divi- 

1953 1/26/55 Cur- Share Earnings* Price- dend Common 

Rev. 4 Price Div. rent Cur. %In- 12Mos. Earns. Pay- Stock 

(Mill.) (Continued) About Rate Yield Period crease Endedt Ratio out Equity 
364 S PacificG. & E. ........... 46 220 48 2.79 7 Sept. 16.5 79 =. 33 
a0) 0) Pcie © 1a. o os s0000:0 25 1.30 52 147 D114 Nov. 17.0 88 27 
106 S_ Penn Power & Light ...... 47 240 5.1 2.88 16 =Nov. 16.3 83 29 
8 A Penn. Water & Power .... 47 2.00 43 2.07 DS June 22.7 97 = 334 
7 S Philadelphia Elec. ........ 38 1.80 4.7 2.39%* 1 Oct. 15.9 75 a7 
27 O Portland Gen. Elec. ....... 21 100 48 1.43 13 Nov. 14.7 70 3842 
50 S_ Potomac Elec. Power ..... 20 1.00 5.0 1.20 7 Nov. 16.7 83 39 
56 S_ Pub. Serv. of Colo. ....... 40 160 4.0 2.38 1 Sept. 16.8 67 34 
230 S Pub. Serv. Elec. & Gas ... 30 1.60 5.3 190 NC Oct. 15.8 84 8631 
59 S Public Serv. of Ind. ...... 39 2.00 5A 2.37 1 Nov. 16.5 84 34 
21 O Public Serv. of N. H..... 17 90 8 8=5.3 1.23 38 Nov. 13.8 336UB 
8 O Public Serv. of N. M..... 14 68 49 88 22 Sept. 15.9 | 
20 O Puget Sound P. & L. ..... 33 wz 4 86§2 1.96 9 Oct. 168 88 59 
46 S_ Rochester G. & E......... 44 #224 5.1 3.11 D110 Sept. 14.1 7 33 
12 O Rockland L. & P. ........ 17 .60 35 68 D4 Dec. 25.0 88 35 
fe 8 2 24 1.20 5.0 1.78 > Sept. 13.5 67 43 
36 S San Diego G. & E. ....... 19 80 42 1.10 22 Nov. 17.3 73, «47 
7 O Sierra Pacific Pr. ........ 37 2.00 5.4 2.42 D1 Nov. 15.3 83 31 
140 S_ So. Calif. Edison ......... 46 200 43 2.78 25 Sept. 16.5 72 a 
29 S So. Carolina E.&G. ...... 184 80 43 1.32 21 Nov. 14.0 61 28 
5 O Southern Colo. Pr. ....... 15 go. 806.47 1.25 8 Nov. 12.0 56 06 41 
180 S Southern Company ....... 19 50 47 1.29 6 Nov. 14.7. 70 ~ 31 
i3 S So. Indiana G. & E. ...... 29 1.50 52 2.21 17 Nov. 13.1 68 40 
3 O So. Nevada Power ........ 16 80 520 139 NC Mar. 115 58 64 
1 O Southern Utah Power .... 15 1.00 6.7 92 D28 Nov. 16.3 109 39 
3 O Southwestern E. S. ....... 21 1.00 48 1.60 7 Nov. 13.1 63 31 
31 S Southwestern P. S........ 29 1.32 4.6 1.54 11 Nov. 188 86 30 
te eS oS ee 24 93 3.9 1.33 9 Nov. 18.0 70 = 36 
109 S Texas Utilities ........... 69 232 3.4 3.83 21 Nov. 18.0 61 37 
o4°S Foleo Bamon ............. 144 70 48 102 NC Nov. 142 69 32 
10 O TucsonG. E.L.& P....... 24 1.04 43 1.62 16 Sept. 148 64 40 
103 S Union Elec. of Mo. ....... 28 1.40 5.0 1.60 26 Sept. 17.5 88 34 
27 O United Illuminating ....... 51 250t 49 2.89 6 Dec. v6 os 5/7 
2 O Upper Peninsula Pr. ...... 28 1.40 5.0 2.79 156 Oct. 10.0 50 31 
30 S Utah Power & Light ...... 43 200 47 2.82 17. = Nov. 152 71 41 
BAS Varouna . & P. ooiisccs 35 140 40 2.20 36 Dec. 54 15.9 64 = 35 
22 S Washington Water Pr..... 35 170 49 1.90 7 Dec. 54 18.4 89 33 
115 S West Penn Elec. ......... 51 240 4.7 3.71 9 Nov. 13.7 65 27 
62 O West Penn Power ........ 50 240 48 2.86 11 Sept. 175 84 33 
9 O Western Lt. & Tel. ........ 28 160 5.7 2.29 D10 = Sept. 12.2 70 8=—.26 
22 O Western Mass. Cos. ....... 41 200 49 2.94 17 Nov. 13.9 68 52 
84 S Wisconsin Elec. Pr. ....... 31 150 48 2.00 D7 Sept. 155 75 42 
32 0 Wisconsn P. & L......... 26 128 4.9 1.68 1 Sept. 15.5 76 34 
30 S Wisconsin Pub. Ser. ...... 23 110 48 1.54** D7 Sept. 14.9 71 34 

PMETABES 5.000000: 4.8% 15.4 74% 
Foreign Companies 

$219 S American & Foreign Pr... 14 $ .75e 5.4% $2.40 2% Sept. 58 31% 50% 
116 A Brazilian Trac. L.& P..... 8 1.00£ 12.5 140 D53 Dec. 5.7 71 67 
56 A British Columbia Pr. ..... 27 1.00 3.7 1.47 15 Dec. 184 68 — 
15 A Gatineau Power .......... 29 1.20 4.1 1.77 10 Dec. 16.4 68 29 
9 A Quebec Power ............ 26 120 4.6 1.57 23 Dec. 16.6 70 438644 
42 A Shawinigan Water & Pr... 55 135 “25 2.26 17 Dec. 243 64 35 





B—Boston Exchange. A—American Stock Exchange. O—Over-counter or out-of-town exchange. S— 
New York Stock Exchange. D—Decrease. NC—No comparable figures available. *If additional common 
shares have been recently offered, earnings are adjusted to give effect to the offering. Percentage change 
is in the net income available for common stock. **Based on average number of shares. a—Also regular 
annual 3 per cent stock dividend, which is included in the yield. b—Also 5 per cent stock dividend. c—Also 
1/25 share of Northern Illinois Gas for each share of Commonwealth Edison. #—Also occasional stock 
dividends. +Estimated. tDec. refers to December, 1953, unless otherwise indicated. NA—Not available. d— 
Also 8 per cent stock dividend. e—Includes 15 cents extra. f—Approximate equivalent in cash and stock. 
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What Others Think 


Arguments at the FPC Gas Rate Hearings 


sete three days of hearings last 
month, the Federal Power Commis- 
sion heard oral arguments on “Principles 
and Methods to Be Applied in the Fixing 
of Rates to Be Charged by Independent 
Producers for Natural Gas Sold in Inter- 
state Commerce for Resale.” It will use 
the information and conclusions given in 
the testimony to guide it in its regulatory 
function. The importance of the occasion 
to all segments of the industry from pro- 
ducer to customer was perhaps best shown 
in the size of the audience. It overflowed 
the hearing room. 

The following are extracts of testimony 
chosen both to stand together in summary 
of the 3-day proceedings and to indicate 
the basic reasoning behind four expressed 
views that were, to some considerable ex- 
tent, contradictory. In order of delivery, 
they were: (1) those of the independent 
producer and gatherer; (2) those of the 
pipelines; (3) those of the distributors; 
and, finally (4) those of the FPC counsel. 


(1) 
NDEPENDENT gas producers and gather- 
ers sought blanket-type regulation 
whereby prices in arm’s-length contracts 
would be declared prima facie as reason- 
able and just. When lawyers tended to re- 
argue the merits of the United States Su- 


preme Court’s decision in the Phillips Case, 
they were checked by Commission queries : 


Rayburn L. Foster (for Phillips Petro- 
leum Company): You have the task of 
regulating an industry which cannot be ac- 
commodated to utility regulation, and... 
was not intended to be. . . . I would not 
advise this commission not to exercise the 
jurisdiction which the Supreme Court says 
it has; I do advise, however, that the juris- 
diction be exercised calmly. . . . Neither 
the Natural Gas Act nor the Supreme 
Court says that the commission should 
reduce any producers’ gas prices. . . . Be- 
fore you start any investigation having 
for its object the reduction of producers’ 
prices in effect on June 7th, you need to 
(equip investigators) with your philoso- 
phy concerning prices. . . . Cost of service, 
otherwise known as the utility rate base 
standard, being inappropriate, what stand- 
ard should the commission adopt for de- 
termining just and reasonable prices? . . . 
I say value is the only other criteria... . 
If the commission thinks it will be in the 
public interest to place a low value on gas, 
it may well establish some method of valu- 
ing the gas which will not permit the pro- 
ducers to receive the full price which they 
could receive and have received in open 
competition. On the other hand, if the 
commission believes that it is in the public 


FEBRUARY 17, 1955 








interest to encourage further discoveries 
and development of gas reserves or to en- 
courage the sale of gas in interstate com- 
merce, then it should be slow to say that 
the gas producers may not receive what a 
buyer is willing to pay. ... For the purpose 
of determining value . . . there has been 
some suggestion that I have heard for 
establishing prices on the basis of the 
weighted average price in the field... . 
That would not be appropriate to inde- 
pendent producers, however. That would 
be a reduction in the prices which the pro- 
ducer is able to obtain. It would tie him 
to prices made years ago by producers in 
distress when there was no market and 
would be an arbitrary reduction in those 
prices. 


ti SEARLS (for American Petrole- 
um Institute and eight oil and gas asso- 
ciations ) : Our two suggestions are these: 
First, we say that you should accept the 
contracts made in arm’s-length bargaining 
between the producer on the one hand and 
the pipeline on the other hand; and that 
you should permit the producer to charge 
and the pipeline company to pay the prices 
set forth in those arm’s-length contracts. 
... Then, secondly, we say that . . . if, on 
your own motion, or on the complaint of a 
natural gas distributing company, on the 
complaint of a municipality, to a state com- 
mission, that certain prices are unjust or 
unreasonable, this commission then should 
enter into a full-dress hearing to determine 

. whether the prices in those contracts 
are just and reasonable, and that in your 
determination as to whether those prices 
are just and reasonable, controlling weight 
should be given to the issue “are these 
competitive prices?” . . . If you find that 
they are, then you should uphold those 
prices as just and reasonable. 

Chairman Kuykendall (of the Federal 
Power Commission) : Assuming that you 
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are absolutely correct that the competition 
actually does bring about a regulation of 
price as a matter of fact—as a matter of 
law, in view of the Phillips decision does 
it—or can you rely on that? 

Searls: Absolutely. The Phillips Case 
. . . has not decided how you shall regu- 
late price. It has decided that you have 
jurisdiction to regulate the natural gas pro- 
ducer . . . the fact that you undertake 
to determine what is a competitive price 

. in no way conflicts with the Phillips 
decision, or the fact that you are exercis- 
ing jurisdiction over the natural gas com- 
panies. 

Kuykendall: Well, why did Congress 
pass the Natural Gas Act? It was because 
it felt that competition was not adequate. 
... The Supreme Court has... . said, has it 
not, that Congress included the producers 

. . as a matter of law. . . . My concern 
is to find a policy that is not only sound 
economically, but is sound in law. ... I 
have always thought of a competitive price 
as being an unregulated price. I thought 
that was what competition was. .. . 

Commissioner Digby: I certainly don’t 
think that anything in the Phillips Case 
deprives the FPC of the right, if it con- 
siders it a proper method of determining 
the price of gas, to give great weight or 
perhaps total weight to the forces of sup- 
ply and demand introduced by rugged 
competition. 


R™ G. BAKER (for Humble Oil & Refin- 
ing Company): We will assume. . 

but do not admit, that the commission has 
jurisdiction to fix rates of producers who 
sell gas in interstate commerce for resale. 
... In attempting to arrive at a principle 
which would be a guide to the commission 
in perfoming its rate-fixing functions, sev- 
eral general considerations . . . are: (1) 
Any such principle must fulfill the statu- 
tory requirement that the rate be just and 
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reasonable. (2) Any such principle must 
result in a rate which is at once fair to 
consumers, pipeline transporters, distribu- 
tors, and producers .. . (3) Any such 
principle must take cognizance of the na- 
ture of the gas-producing business, which 
the commission has recognized as basically 
different from that of a pipeline company. 
... The so-called rate base method .. . is 
used in determining rates of interstate gas 
transmission lines . .. but has proved a fail- 
ure so far as producing and gathering 
facilities of such lines are concerned. Un- 
der it the interstate line had little incentive 
to carry on the search for new gas reserves. 
This method would be wholly unworkable 
so far as independent producers are con- 
cerned. . . . They have no properties or 
facilities subject to the jurisdiction of the 
commission upon which to earn a return. 
They must expend vast sums of risk capi- 
tal and could not be assured any definite 
returns on the amount risked. . . . The re- 
production cost method . . . would involve 
a determination of the reproduction costs 
of the properties and facilities of the com- 
pany subject to regulation, and allow it a 
rate which would enable the recovery of 
operating expenses plus a reasonable return 
upon the reproduction cost or value of 
such properties and facilities. This meth- 
od... is inherently unsuited to a national 
resources industry . . . the weighted av- 
erage field price or fair field price . 

though it is to be preferred to either the 
rate base or reproduction cost methods. . . 
is not suitable for use as a principle of rate 
making in connection with sales by inde- 
pendent producers. There are several rea- 
sons for this: First, a weighted average 
gives effect to all the prices at which gas 
is sold in the field, including that moving 
under old contracts made under distress 
conditions. The weighted average under 
such conditions is likely to be, and most 
always is, far below the current market 
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or going price. . . . Second, the weighted 
average field price . . . would disregard 
price fixed by competition in a free market, 
would become a frozen ceiling price, and, 
being below current competitive prices, 
would definitely deter a producer from 
making new sales in interstate commerce. 
... It is our suggestion that the commis- 
sion adopt the contract price principle and 
issue an order stating that it will accept 
such rates as prima facie just and reason- 
able. . . . Such prima facie presumption 
would extend to all adjustment in the rate 
provided for in the contract, whether 
brought about through the operation of 
clauses calling for periodic increases, most 
favored nation clauses, or other types of 
escalation clauses. If and when the con- 
tract rate is questioned by an interested 
party or by the commission, as the case 
may be... the burden should be upon the 
party contesting the rate or upon the com- 
mission where it contests the rate. . . . Pro- 
ducers will sell (more gas in interstate 
commerce, as demanded by distributors 
and consumers) only under definite con- 
tracts; not scraps of paper that the com- 
mission or anyone else will or can throw 
out the window or disregard. A new philos- 
ophy has grown up that a contract means 
nothing in some quarters. I don’t say that 
this is so. 


Ripper passes Draper: I don’t think 
you should say that. . . . I don’t think 
that is very becoming. With all due respect 
to your knowledge. 

Baker: We are talking about producers 
now who are in no sense public utilities. 

Commissioner Draper: We have juris- 
diction over natural gas companies as de- 
fined in the act. The Phillips decision did 
not give us jurisdiction over producers; 
it defined these producers as natural gas 
companies ; and that is what we have juris- 
diction over. 
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Baker: Well, only for the purpose of 
this argument we have assumed that you 
have jurisdiction over producers. But you 
cannot make a cow out of a horse by call- 
ing the horse a cow—or the cow a horse. 

Draper: No, I agree with you on that. 

Baker: And you cannot make a public 
utility out of a producer simply by calling 
him that. 


(2) 
ee more than half of the costs 
that make up the retail consumer gas 
rate are those of piping the gas from the 
gas collection point to the distributor, Pan- 
handle Eastern and the Lake Shore Pipe- 
line companies were the only spokesmen 
for this segment of the industry. 
Panhandle Eastern: Panhandle believes 
that the commission should retain the basic 
approach underlying the fair field price 
method. It has been suggested that this 
method is no longer appropriate . . . be- 
cause there is now an absence of non- 
regulated prices against which to measure 
the average value. We do not believe that 
this criticism is valid, because first, al- 
though now regulated, those prices were, 
in fact, established by arm’s-length bar- 
gaining, and, second, even after the regu- 
latory process has been in operation for 
some time, so that in a given field a num- 
ber of the prices may have been estab- 
lished among the producer, the pipeline 
company, and the commission, rather than 
merely between the producers and the pipe- 
line company, such prices will still be ap- 
propriate standards if they were fairly de- 
termined. .. . 


(3) 
en and consumer interests 
opposed the producer rate regulation 
proposals and singled out for special dis- 
approval contract escalation clauses. They 
asked the commission to make thorough 
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studies throughout the industry to deter- 
mine a satisfactory basis for rate adjust- 
ment. 

C. W. Cooper (for Consolidated Nat- 
ural Gas Company) :... We think that you 
have got to determine this question of rates 
on a value concept that will take into ac- 
count the prices that are paid under con- 
tracts, the costs of the independent pro- 
ducers, and... We say that in arriving at 
a value for the purpose of regulation, this 
commission cannot look wholly at the inde- 
pendent producer. It must look also at the 
situation and ability of the distributing 
utility to take the gas. . . . How should 
(rate) increases be treated (by the com- 
mission) ? The increases are resulting in 
large measure from . . . renegotiation of 
contract prices, and the action of these 
escalator clauses and various types of auto- 
matic adjustment clauses. ... Now... we, 
the distributors down the line and the cus- 
tomers that we serve, have not been parties 
to those contracts. .. . If we are to be 
given our fair opportunity to be heard, as 
we think we are entitled to, then this com- 
mission cannot accept the results of con- 
tract changes as prima facie reasonable. It 
(FPC) must put the burden on the pro- 
ducer. ... 


gemiee Le Boeur (for Niagara Mo- 
hawk and Consolidated Edison) : The 
chaos and disruption which exist in the 
natural gas industry today . . . lie in the 
escalator clauses. ... Now, we are not here 
seeking a reduction of rates; we are seek- 
ing stabilization. . . . The step this com- 
mission . .. should take promptly and defi- 
nitely is to completely wipe out every type 
of escalation clause from the regulatory 
process. (The pipelines) don’t have an eco- 
nomic incentive to fight those clauses out, 
and when they have entered into a con- 
tract with these vicious escalator clauses 
... even though they differ in quantity of 
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evil. . .they enter... a fool’s paradise. ... 
The suggestion of substituting these 
(arm’s-length) contracts as prima facie 
evidence of just and reasonable rates (is 
the same as) this commission abdicating 
its function charged on it by the law, and 
even going to the unheard of extreme in 
the utility field of saying that the poor 
consumer, or maybe only the pipeline 
(must provide) the burden of proof... 
not to prove that the rates are not just 
and reasonable, but to prove that the con- 
tract was not entered into at arm’s length. 
... That, gentlemen, is not regulation. .. . 
Any rate schedule, including contracts, 
which requires rate increases based on con- 
siderations other than a just and reason- 
able rate, consistent with statutory and 
constitutional standards, is illegal... . 
because they rely on the passage of time, 
the price paid by others, or other extrane- 
ous circumstances . . . Now we do not fa- 
vor original cost for producer rates. 
Neither do we think the fair field price 
will work. .. . I suggest . . . you have a 
duty to be on the side of .. . the consumers’ 
interest, and to get that interest advanced 
promptly in the eradication of all forms of 
escalation clauses. 


Davip Mann, Jr. (for United Gas 

e Improvement Company): We sug- 
gest a method of area pricing in which the 
commission, after establishing geographi- 
cal areas... would establish for each such 
area price ranges. The base price would 
be a judgment figure. We have suggested 
that it might be the weighted average price 
paid for gas by interstate pipelines during 
a base period which . .. might be the year 
1952. As such it would reflect the reason- 
able and nonconfiscatory price structure 
(antedating) the distorted prices which re- 
sulted from the favored nation escalation 
spirals. .. . The maximum price too would 
be a judgment figure, closely related to 
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the average prices recently contracted for 
by interstate pipelines. ... In applying this 
average price range concept, we insist that 
no recognition whatsoever should be ac- 
corded favored nation and comparable 
price redetermination clauses. 

Jerome M. Alper (for three state com- 
missions and the District of Columbia) : 
The problem before the commission is in 
reality more than the determination of 
methods and principles to be applied in fix- 
ing producer rates. The fact is that during 
the sixteen years since the passage of the 
Natural Gas Act the transmission segment 
of the industry has been under FPC regu- 
lation, whereas the production segment of 
the industry has operated without federal 
regulation. The pricing policies applied to 
each segment of the business have been 
different. The problem now is to integrate 
both segments of the industry into a com- 
patible scheme of regulation which is feasi- 
ble and fair to all. It is probably fair to 
state that the commission and many of the 
transmission and distribution companies 
are not particularly familiar with the 
problems and economics of the business of 
producing gas... . If the regulatory prin- 
ciples and price decisions developed are to 
meet the legal tests of reasonableness and 
the practical industry tests of soundness, 
they must be formulated in the light of 
basic economic facts. These can best be 
developed in a broad-scale investigation 
conducted under the direction and super- 
vision of the commission. 


(4) 
oS W. GaTCHELL, general coun- 
sel of the commission, offered sug- 
gestions, as the hearings concluded, that 
might guide, but in no way bind the com- 

mission in its findings. 
Willard W. Gatchell: The natural gas 
industry is a stable and financially sound 
industry. We propose to keep it that way. 


FEBRUARY 17, 1955 








PUBLIC UTILITIES FORTNIGHTLY 


.. . The pipeline companies are regulated, 
the distributing companies are regulated, 
and if by any means the producers are to 
be held to their responsibility in relation 
to the industry under regulation, some 
sound practical means must be found to 
hold their rates to what are sound and 
just and reasonable in order that the pipe- 
line companies and distributing companies 
may continue to serve the public and main- 


tain their financial stability. .. . Some of 
those who have appeared before you have 
referred to escalation clauses. . . . In decid- 


ing what producer rates are just and rea- 
sonable, it would seem obvious that you 
must deal with escalation clauses of all 
types and the effects upon rates and de- 
cide not only the legal questions of escala- 
tor rating cases, but also the economic im- 
pact of escalator rate increases throughout 
the industry. ... A regulated company is 
entitled to rates which are not confiscatory, 
and judicial review of rate regulation is 
always available where confiscation is al- 
leged. . . . One result of the prohibition 
against confiscation would seem to be that 
the commission may not, in this proceed- 
ing, or otherwise, establish a general rule 
fixing rates in a field or area if it thereby 
imposes a confiscatory rate on one or more 
of the companies in that field or area. 
Section 5 (a) of the Natural Gas Act 
calls not only for rates which are just and 
reasonable but for the lowest rates. 


bo ee standard of just and reasonable 
is neither vague nor indefinite, but. . . 
embraces the whole concept of successful 
and fair operation. It requires an exami- 
nation of a company’s revenues, expenses, 
earnings, rate of return, and possible rate 
base, the reasonableness of the items of 
rate base if the rate base concept is fol- 
lowed, expenses, and income to be expected 
and allowed. Only by an examination of 
these items in the light of the statutory 
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standard will it be possible to determine 
in a fair and equitable manner the ulti- 
mate issue in any rate proceeding ; namely, 
what revenues are necessary to provide 
just and reasonable rates which are not 
unduly discriminatory or preferential and 
which are the lowest reasonable rates ob- 
tainable. . . 


oe we come to the proposal of the 

producers that you accept so-called 
arm’s-length bargaining as a substitute for 
rate regulation, we have a serious depar- 
ture from accepted methods heretofore 
utilized for the protection of the public. . . . 
In none of the cases which have been called 
to your attention has any regulatory 
agency charged with rate-fixing responsi- 
bility sought to regulate the rates for which 
it had responsibility by permitting all the 
traffic will bear. Nor has any court said 
any such surrender of public responsibilty 
would be compatible with constitutional 
principles of regulation. ... You have been 
asked to take a look at the large producers, 
and this is sound, for if you set a pattern 
of regulation in your decisions upon the 
major contributions to the interstate move- 
ment and interstate sale of gas, the other 
smaller producers must fall in line... . I 
wish I could suggest some simple, effective 
formula or method by which you could 
carry out the objectives of the Natural Gas 
Act in fixing the rates of producers. The 
fact that none of us has the answer in sim- 
ple form, however, does not mean that you 
are necessarily to be thwarted in your 
regulation. If you proceed first by consid- 
ering the rates and rate structure of some 
of the larger companies, it should follow 
as daylight follows the night that you will 
eventually see the equitable light which 
will maintain the financial integrity and 
soundness of the producer companies and 
continue the economic health of the indus- 
try as a whole... 
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Events 
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Demands AEC Take New Vote recommendation by the congressional 
Joint Committee on Atomic Energy that 


— Albert Gore (Democrat, Ten- the contract be canceled. The committee 
nessee) early this month demanded made its recommendation on strictly party 
that the Atomic Energy Commission take lines. Ten Democratic members supported 

a new “formal vote” on whether to com- it and eight Republicans opposed it. 
mit itself to the Dixon-Yates power con- The AEC was reported stalemated over 
tract. The commission already has signed what to do in view of the committee’s 
the controversial agreement, but it has not recommendation. Murray favors cancel- 
yet gone into effect. lation, Strauss supports the contract, and 
Gore told AEC Chairman Lewis L. Dr. Willard F. Libby, a new commission- 
Strauss in a telegram that another vote er, argues he should not be involved in the 
should be taken in view of the recent dispute because he is unfamiliar with it. 

} 
Arkansas 

Utility Legislation wells now owned, or to be acquired, with- 


out express permission of the state public 
service commission and a showing that 
their reserves would not be damaged. 


i which would have made public 
utilities pay the attorney and witness 
fees of opponents to rate increases was de- 


feated last month by the state house of The measure was reported to be de- 
representatives. signed to keep the Arkansas Louisiana 
A bill introduced in the state house Gas Company from selling its production 
would prohibit gas companies from dis- properties. The bill, it was claimed, would 
posing by sale or lease of any natural gas save gas users $3,000,000 annually in rates. 
> 
Illinois 

Asks Gas Rate Boost state commerce commission by the Peo- 

AY increase of $3,716,000 annually in ples Gas Light & Coke Company. 
natural gas rates was requested of the The increase, which would become ef- 
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fective March 2nd, would represent about The rate increase would cover a sched- 
4 per cent of the company’s estimated uled rise of $3,716,000 in the price Peo- 
revenue under present rates. It would ples Gas pays for natural gas, James F. 
raise the gas bills of regular Chicago Oates, Jr., chairman, said. Natural Gas 
domestic, commercial, and industrial users Pipeline Company of America, one of the 
by an average of 25 cents a month, or a company’s suppliers and a subsidiary, is 
total of $3,127,000 a year. Interruptible asking the Federal Power Commission for 
and off-peak customers would pay an extra a rate increase that would raise its price 
$589,000 a year. to Peoples Gas by $4,640,000. 


* 


Iowa 


Regulatory Agency Advocated Private and municipal utilities and rural 

pws to seck the enactment of state electric co-operatives would come under 
legislation providing for the creation the proposed agency’s jurisdiction. 

of a state public utilities commission were Under the bill, the new state commission 

announced recently. would have five members named by the 


The proposal would substitute a utilities governor and confirmed by the state sen- 
commission for the present state commerce ate. They would be paid $10,000 a year. 
commission and empower it to regulate The present commerce commissioners are 
such matters as rates and financing. paid $5,800. 

¥ 
Kentucky 
Gas Rate Hearings wholesale rates and mounting costs of 
. : lk labor and materials. 

HE state public service commission re- Tin sneaiilaiion suatiuees focus Bebeu- 
ed scheduled a hearing for Febru- ary 2nd to March 3rd a hearing on Union 
ary 1. th on Louisville Gas & Electric Com- Light, Heat & Power Company’s applica- 
puny proposed $916,000 annual gas rate tion for a gas rate increase. Union original- 
increase. The commission previously had ly asked $384,000 more a year, but, a com- 
suspended the increase for five months mission spokesman said, subsequently re- 

from February Ist to allow time for it to duced the request. 
hear and consider the application. The commission continued from Febru- 

The firm had asked that the new rates ary 3rd to February 23rd, hearings on 
be made effective February Ist so they Frankfort Natural Gas Company’s appli- 
would appear on its March bills. It said cations for gas rate increases of $91,990 
the increase was needed because of higher a year and $9,578. 

5 
Missouri 
Transit Plan Defeated transit problem on an area-wide basis— 
was defeated last month in one of the light- 


‘ | ‘HE proposal for a metropolitan transit 
district—first attempt to deal with the est votes in recent election history in St. 
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Louis. It failed to receive the required 
simple majority in either St. Louis or St. 
Louis county. 

A comprehensive survey of transit needs 
in city and county was a central provision 
of the district plan. The mayor and county 
supervisor are expected to appoint a citi- 
zens’ committee to survey transit needs and 
make recommendations. 

In addition to the survey of transit 
needs, the plan would have transferred the 
regulatory powers of the state public serv- 
ice commission over fares and transit op- 
erations in St. Louis to a 7-member transit 
commission appointed by the mayor and 
county supervisor. 

On conclusion of the survey required 
by the plan, the commission would have 


had to decide whether the transit needs 
thus revealed could best be met by con- 
tinued private operation of the mass 
transit facilities or by public ownership 
by the district. 

The city is served by the St. Louis Pub- 
lic Service Company, which may have 
competition for its city busses if an ap- 
plication for setting up a new bus firm is 
granted by the city. An application has 
been filed with St. Louis authorities to op- 
erate 100 or more busses on city streets. 

It was not certain whether the city could 
grant such a permit in view of state pub- 
lic service commission jurisdiction over 
transit operations. St. Louis Public Serv- 
ice has a permit to operate busses in the 
city, but not an exclusive franchise. 


* 
Pennsylvania 
Seeks to Block Gas Rate Rises The city’s other complaint was filed 
T= city of Pittsburgh recently filed  4gainst the firm’s proposed new schedule 
an appeal before the state public util- of rates as follows: An increase in the 
ity commission in Harrisburg in an at- charge for the first thousand cubic feet per 
tempt to block rate raises proposed by the month from $1.50 to $2 for nonheating 
Manufacturers Light & Heat Company. customers and from $2.50 to $3 for heat- 
Two proposals were filed by the firm on ing customers. ; 
December 30th to raise local rates. The These rates were to go into effect March 
city solicitor and an assistant asked for Sth. The other raises would become effec- 
postponement of the rate increases and a tive March 4th. City solicitors said the in- 
chance to present arguments at a hearing. creases are “unjust, unreasonable, and 
One proposal of the firm would raise the discriminatory. 
rate one cent per thousand cubic feet of , 
all gas minis in excess of the first New Fares Filed 
thousand cubic feet per month. The city’s Stow Philadelphia Transportation Com- 
petition quoted the firm as claiming that pany recently filed new tariffs with 
this increase would produce $628,775, the state public utility commission, raising 
which “would recover the cost of increased fares about $1,300,000 a year to cover 
gas purchases and wage costs applicable to higher labor costs.. New rates will become 
Pennsylvania retail sales.” In rebuttal, effective March Ist. 
counsel for the city replied that the “new The base fare of 18 cents a ride, or two 
tariff is not warranted. It would impose tokens for 35 cents, is unchanged. But the 
an undue burden on householders and on $1.50 strip ticket, providing 10 rides with- 
other small consumers, as well as upon in a week, will be eliminated and second 
commercial users in the city.” transfers, now free, will cost a penny. 
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Commission May Fix Minimum Price for New Stock Issue 


HE North Carolina commission au- 

thorized a telephone company to issue 
new shares of common stock to existing 
stockholders on the condition that it charge 
$125 per share rather than the par value 
of $100 per share as proposed by the com- 
pany. The commission held that it has au- 
thority to fix the sale price. The commis- 
sion also concluded that the law does not 
require that stock issued to stockholders 
under the pre-emptive rights provision of 
the company’s charter be offered at par 
only. 

The approved price results in an under- 
pricing of about 13 per cent but will fur- 
nish a return of 6.4 per cent, an amount 
deemed fair under existing market condi- 
tions. 

At this price the company will re- 
ceive substantially more in equity capital, 
and thus be able to pay off all of its short- 
term notes outstanding and still have 
money left to expand service. The commis- 
sion observed that every public utility 
should sell its stock at the best price ob- 
tainable, and certainly somewhat near the 
market value, as long as the price remains 
within reasonable bounds. 


Effect on Ratepayers 


The commission considered the effect 
on the ratepayers of the possible sale of 
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the stock at par, if they were to be called 
upon to service more shares than neces- 
sary, and the future effect on the estimated 
cost of common equity for the company in 
the event of future rate proceedings. It 
said: 

It is common knowledge that the com- 
pany derives its revenue from the serv- 
ice it renders and out of its rate of re- 
turn it has to service its debt structure, 
and it also has to provide some dividend 
for its equity capital and add something 
to earned surplus in order to preserve 
its financial standing, be able to hold 
its place in the financial world, main- 
tain its credit, and be able to attract 
additional debt and equity capital when 
it needs it and at rates commensurable 
with good financing. If the company is 
permitted to issue more shares of stock 
than necessary to obtain the amount of 
money that it needs when it could rea- 
sonably obtain the same amount of funds 
with far less number of shares of stock, 
it might well mean that the ratepayers 
will be called upon to pay rates yielding 
a higher rate of return than otherwise 
necessary. Conversely the greater the 
price received for the shares of stock 
above par, the lower the cost of the 
equity capital to the company and the 
greater the sum of money available to 
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render service to the public at the same 
cost. 


The earnings record and past history of 
the company clearly showed that the is- 
sue of stock could be marketed at not less 
than $125 per share, and that marketing 
at such price was compatible with the pub- 
lic interest. 


Dissenting Opinion 
Commissioner McMahan dissented on 
the ground that the public would not be 
harmed by the consummation of the plan 
to offer stock to stockholders at par. Fur- 
thermore, he believed that the offering 
price was basically a question to be decided 


by the telephone company’s management. 

A commission witness had made it clear 
that the prime objection to the issue of the 
stock at par was the “necessity facing the 
commission of providing rates to support 
an $8 dividend.” Commissioner McMahan 
deemed it unwise and dangerous to pro- 
ceed to adjudicate this case on the hy- 
pothesis that dividend rates on common 
stock are ever fixed or that the number 
of shares of common stock has anything 
to do with the rate of return, or that the 
ratepayers must provide funds sufficient to 
“service” common capital stock at any 
“fixed” rate of dividend. Re Carolina 
Teleph. & Teleg. Co. Docket No. P-7, Sub 
47, December 28, 1954. 


Gas Company’s Purchase of Another Gas Company’s 
Stock at Excessive Price Disapproved 


Fess County LicHTING CoMPANY’s 
application for authority to acquire a 
major portion of New York & Rich- 
mond Gas Company’s stock was denied 
by the New York commission when it con- 
cluded that the proposed purchase price 
was too high. The price of $123 per share 
for the common stock was at least 95 per 
cent in excess of its real book value on the 
basis of the company’s continuance as a 
going concern, and nearly 120 per cent in 
excess of the book value after considering 
all known factors affecting such value. 


Excessive Price 


It was deemed obvious that in fixing the 
price, the company’s past earnings, past 
dividends, or prospective earnings were 
given little, if any, serious consideration. 
In fact, the commission concluded that the 
stockholders fixed the price at the highest 
amount they believed possible of obtain- 
ment, and that the purchasing company 
was willing to pay that price in order to 


compete with an offer made by another 
company. Commenting upon the excessive 
price, the commission said: 


The proposed acquisition, if permit- 
ted, cannot fail to encourage speculative 
elements to seek unjustifiable profits in 
securities of other utilities under the 
jurisdiction of this commission, with re- 
sultant discouragement of conservative 
and desirable investors in such securi- 
ties. While this commission cannot pre- 
vent reckless speculation in the securi- 
ties of utilities under its jurisdiction, it 
certainly is the duty of the commission 
not to encourage such speculation. 


Public Interest 


The governing statute places the burden 
on a petitioner to show that the acquisition 
is in the public interest. Because of its 
broad aspects a determination of what is 
“in the public interest” in a specific case is, 
according to the commission, dependent 
upon the conditions and circumstances con- 
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nected with the proposal under considera- 
tion. For example, it said, a factor affect- 
ing a proposal by one utility might be held 
to be in the public interest, while, under 
the same circumstances, a similar factor 
connected with a similar proposal by an- 
other utility might be turned down by the 
commission in the exercise of its discre- 
tion. 

Factors upon which the company based 
its claim that the present proposal was in 
the public interest were discussed as to 
their materiality. The company urged that 
the proposed construction of a bridge 
across the Narrows between the boroughs 
of Brooklyn and Richmond, and the fact 
that there was adequate and rapid ferry 
service between the boroughs, were two 
factors in support of a finding of public 
interest. The commission concluded, how- 
ever, that their application to the question 
of public interest with respect to the ac- 
quisition of control of the stock was re- 
mote. 

Another factor which was held to have 
little or no bearing on the question of pub- 
lic interest was the claim of the purchas- 
ing company that it, having recently been 
faced with a like experience, could more 
readily resolve the problem of conforming 
the other company’s balance sheet accounts 
with sound accounting practices and the 
standards of the commission. The commis- 


sion conceded that the company’s problems 
would have to be solved, but held this to be 
true regardless of whatever management 
might be in charge of its affairs. 


New Billing Procedure 


It was also claimed that conversion of 
Richmond’s present monthly billing cycle 
to a bimonthly billing cycle, the elimina- 
tion of merchandising and jobbing activi- 
ties, and the abolition of free service on 
customers’ premises would reduce operat- 
ing costs. These were cited in support of 
a finding that the proposed acquisition was 
in the public interest. 

The commission said that while the pro- 
posed changes might, in the long run, re- 
sult in reduced operating expenses, there 
was considerable difference of opinion in 
utility circles as to whether these econo- 
mies were justified in view of the unfavor- 
able customer relationship which might 
result. It pointed out that the former man- 
agement of Richmond retained monthly 
billing procedure in order to conform with 
customers’ preference and to maintain a 
minimum amount of working capital. 
Similar comments were equally applicable 
to the elimination of merchandising and 
jobbing activities and the abolition of free 
service on customers’ premises. Re Kings 
County Lighting Co. Case 16853, Decem- 
ber 21, 1954. 


Supreme Court Denies State’s Right to Suspend 
Interstate Carrier’s Highway Rights 


= Illinois statute provided for suspen- 
sion of the privilege of operating a 
commercial vehicle upon highways when 
habitual operation in violation of maxi- 
mum weight and load limits was estab- 
lished. State officials sought to apply the 
statute to the interstate operations of a 
motor carrier. The United States Supreme 
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Court was called upon to review a car- 
rier’s action to restrain state officials from 
prosecuting it under the statute. 

The Federal Motor Carrier Act, the 
court held, while permitting a state to 
regulate weight and distribution of loads 
carried in interstate trucks, did not allow 
the state to revoke or suspend the rights 
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of interstate motor carriers for violation 
of state highway regulations. 

In answer to a claim that without the 
power to suspend, the states would be un- 
able to enforce their laws, the court said: 


It is urged that without power to im- 
pose punishment by suspension states 
will be without appropriate remedies to 
enforce their laws against recalcitrant 
motor carriers. We are not persuaded, 
however, that the conventional forms of 
punishment are inadequate to protect 
states from overweighted or improperly 
loaded motor trucks. Moreover, a com- 
mission regulation requires motor car- 
riers to abide by valid state highway 
regulations. And as previously pointed 


= 


out, the commission can revoke in whole 
or in part certificates of motor carriers 
which wilfully refuse to comply with 
any lawful regulation of the commis- 
sion. If, therefore, motor carriers per- 
sistently and repeatedly violate the laws 
of a state, we know of no reason why 
the commission may not protect the 
state’s interest, either on the commis- 
sion’s own initiative or on complaint of 
the state. We agree with the supreme 
court of Illinois that the right of this 
carrier to use Illinois highways for in- 
terstate transportation of goods cannot 
be suspended by Illinois. 


Castle v. Hayes Freight Lines, Inc. 75 S 
Ct 191. 


Transit Company’s Fares and Service Adjusted 


HE California commission approved 

in part a transit company’s applica- 
tion for authority to increase fares and 
revise service on certain routes. Some of 
the proposed adjustments, such as substi- 
tution of shuttle bus service during off-peak 
hours, and the discontinuance, rerout- 
ing, and alternation of certain schedules 
were allowed. The commission thought 
that the adjustments would result in a ma- 
terial reduction in operating expense and 
still afford reasonable service for the vol- 
ume of traffic. 

The company’s depreciation schedules 
provided for a 10-year service life on 
busses for the purpose of calculating an- 
nual depreciation charges. In commenting 
on the staff’s engineer’s 12-year estimate, 
the commission stated : 


Depreciation charges necessarily must 
be re-examined periodically. The estima- 
tion of the remaining life involves the 
exercise of judgment as to the future 
effect of wear and tear, obsolescence, 
and public requirements. The remaining 


229 


life straight-line depreciation method as 
used by the engineer has the effect of 
spreading the cost of the vehicles, less 
depreciation reserve and net salvage, 
over the expected remaining life. This 
method tends to correct any under- 
accruals or overaccruals to depreciation 
reserve. The evidence is persuasive that 
a service life of at least twelve years 
may be reasonably anticipated for the 
busses in question and that the calcula- 
tion of depreciation charges on this basis 
for rate-making purposes is reasonable. 
It will be used for the purpose of this 
proceeding. 


The commission felt prompted to point 
out the definite need, in instances where 
transportation companies find themselves 
in poor earning position, for acquainting 
the public and public officials with the 
problems involved. “In this case, the inter- 
est displayed in the stability of the opera- 
tions presents an opportunity for develop- 
ing needed additional patronage and for 
the solution of other problems through co- 
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operative action by management and com- 
munity leaders which should be fully ex- 
plored by Key System Transit Lines.” Re 


Key System Transit Lines, Decision No. 
50620, Application No. 35309, October 5, 
1954. 


Electric Company Refused Injunction against 
Co-operative’s Acts 


A electric company attempted to enjoin 
a co-operative corporation from fur- 
nishing energy to members located within 
the municipality the company was serving. 
The company had been operating under a 
franchise obtained from the city but the 
co-operative had also received a franchise. 

Since the right of the co-operative to 
furnish energy in the disputed area was 
being questioned, the United States dis- 
trict court noted it must first determine 
whether or not the company had the right 
to maintain the action. It assumed, for the 
purpose of determining such right, that 
the furnishing of energy by the co-opera- 
tive in the city area was beyond and out- 
side the corporate powers of the co-opera- 
tive. 

The question of whether or not a corpo- 
ration has acted in excess of its law- 
ful powers could be raised only by one in- 
terested in the corporation, or in a direct 
proceeding brought by the state. There- 
fore, a competitor could not question the 
acts. In considering who could question 


the acts of a corporation, the court distin- 
guished between an act which is merely 
without authority and one which is illegal. 
Was the co-operative’s action illegal as dis- 
tinguished from being without authority 
or ultra vires? The court held no, since 
there was no statutory prohibition against 
members who reside within municipal lim- 
its. Nor could the co-operative’s actions be 
considered malum in se, or malum pro- 
hibitum, or against public policy. 

Another reason given by the court for 
holding that the company had no right 
to maintain the action was legal damage. 
The company could not claim that a legal, 
cognizable, justiciable right, or interest had 
been infringed or invaded. The only dam- 
age the company had suffered or would 
suffer was due to the competition provided 
by the co-operative. Since both had valid 
franchises, and neither had exclusive rights 
to serve the city’s inhabitants, the competi- 
tion was not illegal. Southwestern Gas & 
Electric Co. v. City of Gilmer (1954) 
123 F Supp 11. 


Authority for Same Service over Different Route Upheld 


— the commission had granted a 
certificate to a bus company authoriz- 
ing transportation between two cities over 
a certain route, another bus company 
which served the same cities over a differ- 
ent route appealed to the Virginia supreme 
court of appeals. 

The protesting carrier objected to the 
commission’s grant on the ground that it 
was furnishing adequate passenger serv- 
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ice between the two cities and that public 
convenience and necessity did not require 
the competitive service. 

The carrier granted the certificate held 
permits authorizing interstate transporta- 
tion between the two cities as well as cer- 
tificates authorizing transportation over 
all but 23 miles of the proposed route. 

The court was of the opinion that the 
evidence justified the commission’s action. 
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The question before the commission, said 
the court, was whether public convenience 
and necessity required the granting of the 
certificate. The word necessity, as used in 
the phrase, does not require an extraordi- 
nary demand by the public in order to arise 
but just means that which is needful, es- 
sential, requisite, or conducive to the pub- 
lic convenience. 

The protesting carrier cited a statute 


requiring the commission to consider ex- 
isting transportation facilities when grant- 
ing a certificate. The statute is not appli- 
cable, held the court, since it limits the 
commission’s consideration to transporta- 
tion over the proposed route. In the instant 
case, the protesting carrier operated over 
a different route. Atlantic Greyhound 
Corp. v. Commonwealth of Virginia, 83 
SE2d 379. 


Other Important Rulings 


Community Antenna Television. The 
Wyoming commission, in deciding which 
of two rival applicants for authority to 
construct and operate a community an- 
tenna television system should be certi- 
fied, ruled that the public interest would 
be served if the award were made to the 
applicant who appeared able to render the 
higher quality service, to use the more 
practical methods, to negotiate the more 
reasonable pole rental contracts, and to 
obtain the better financial backing. Re 
Sheridan Television, Docket Nos. 9268, 
9265, December 22, 1954. 


Telephone Return. The Vermont com- 
mission authorized a telephone rate in- 
crease calculated to yield a 6 per cent re- 
turn, saying that such return was not ex- 
cessive but was sufficient to enable the 
company to attract capital. Re Springfield 
Local Teleph. Co. No. 2672, November 
22, 1954. 


Ferry Abandonment. The Virginia su- 
preme court of appeals held that a circuit 
court had no authority to compel a com- 
pany, to which it had granted a ferry fran- 
chise, to continue to operate the ferry in- 
definitely. New York, P. & N. R. Ferry 
Co. v. County of Northampton, 83 SE2d 
773. 


Undistributed Refunds. The Missouri 
commission held that it did not have juris- 
diction to determine a question of possible 
escheat of a part or all of the impounded 
funds which a gas company had been or- 
dered to refund to ultimate customers but 
which were not distributed because of the 
company’s inability to locate the parties 
entitled to the money. Re Laclede Gas Co. 
Case No. 12,169, December 30, 1954. 


Reorganization Fees. The Securities 
and Exchange Commission, in determining 
the amount of compensation to be allowed 
for services rendered in a holding com- 
pany reorganization proceeding, seeks to 
conserve the estate for the benefit of the 
security holders while recognizing that in- 
adequate allowances would discourage vig- 
orous and effective participation by repre- 
sentatives of security interests, and in this 
connection due consideration is accorded 
the views of the trustee appointed by the 
court to administer the estate, particularly 
with respect to the maximum compensa- 
tion to be allowed. Re International Hy- 
dro-Electric System, File Nos. 54-159, 
54-160, 54-162, 54-164, Release No. 
12773, January 11, 1955. 


Truck Certificate Granted Railroad. 
The Mississippi supreme court held that 
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the commission could properly grant a rail- 
road, over the protests of competing motor 
carriers, a certificate to operate over-the- 
road trucks between certain points where 
the railroad sought only to transport 
freight it had formerly hauled by rail be- 
tween the points in question. West Bros., 
Inc. v. Illinois C.R.Co. 75 So2d 723. 


Passenger Train Service Stopped. The 
supreme court of Oklahoma, in reversing 
an order denying a railroad authority to 
discontinue certain passenger train service, 
said it was unwilling to hold that the con- 
venience and occasional use by a few citi- 
zens of the communities affected consti- 
tutes general public necessity when over 
90 per cent of the affected population live 


on main highways and have intercity bus 
service available, and where 25 per cent of 
the people own private automobiles. Kan- 
sas, O. & G. Railway Co. v. Oklahoma, 
275 P2d 274. 


Federal Court Denies Jurisdiction. The 
United States court of appeals held that 
it had no jurisdiction over a motor car- 
rier’s action charging another carrier with 
transportation of property in interstate 
commerce without obtaining a certificate 
over a certain highway where the basis of 
the demand for relief was not predicated 
upon the federal Constitution and laws but 
upon unfair competition. Consolidated 
Freightways, Inc. v. United Truck Lines, 
Inc. 216 F2d 543. 
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UNITED STATES COURT OF APPEALS, EIGHTH CIRCUIT 


Northern Natural Gas Company 


Federal Power Commission 


Nos. 14706, 14733, 14743 
215 F2d 892 
October 7, 1954 


OTION for distribution of funds collected under stay order 

M pending review of Federal Power Commission order deny- 

ing wholesale natural gas rate increase; refunds ordered and 

procedure prescribed. See also (CA8th 1954) 5 PUR3d 178, 
215 F2d 176 


Reparation, § 43 — Funds impounded pending appeal — Affirmance of rate reduc- 
tion order. 

1, Municipalities which paid higher natural gas rates to a pipeline company 
under a stay order pending review of a Federal Power Commission order 
disallowing higher pipeline rates are entitled to an unconditional refund 
upon affirmance of the rate order, since the refund received and retained 
will be used for the benefit of the ultimate gas consumers in the municipali- 
ties, or will be for the benefit of the communities, and thus will substan- 
tially fulfil the aim of the Natural Gas Act to protect ultimate consumers 
from excessive charges, p. 102. 


Reparation, §43 — Funds tmpounded pending appeal — Affirmance of rate 
reduction order. 
2. Natural gas distributing companies which made no rate increase to their 
customers during the period when they were paying higher rates under 
an order staying a Federal Power Commission order disallowing a whole- 
sale rate increase are, upon affirmance of the rate order, entitled to an 
unconditional refund, p. 102. 


Reparation, §43 — Funds impounded pending appeal — Affirmance of rate 
reduction order. 

3. Natural gas distributing companies which increased rates to interruptible 
or industrial customers and electric service customers under escalator 
clause contracts during the period when they were paying higher rates 
under an order staying a Federal Power Commission order disallowing 
a wholesale rate increase are, upon affirmance of the raté order, entitled 
to a refund subject to a duty to refund to such customers the amounts so 
collected under the escalator clause contracts, p. 102. 


Reparation, §43 — Funds impounded pending appeal — Affirmance of rate 
reduction order. 

4. Natural gas distributing companies which increased rates to firm cus- 

tomers during the period when they were paying higher rates under an 
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order staying a Federal Power Commission order disallowing a wholesale 
rate increase are, upon affirmance of the rate order, entitled to a refund 
of the higher rates subject to the duty of making a like refund to their 
firm customers, p. 102. 


Reparation, §43 — Funds impounded pending appeal — Affirmance of rate 
order. 

5. A natural gas distributing company which is subject to municipal rate 
regulation under a franchise and which paid higher wholesale rates under 
an order staying a Federal Power Commission order disallowing a whole- 
sale rate increase is, upon affirmance of the rate order, entitled to a refund 
subject only to such direction and control as shall be exercised by the city 
under the franchise for the benefit of the ultimate city consumers; but 
the refund with respect to service in the suburban areas should be subject 
to the duty to pass the refund on to customers in the absence of sufficient 
showing of existing power, franchise relationship, or responsibility on the 
part of a city council or other regulatory body as to such area service to 
warrant unconditional refunds, p. 103. 


Reparation, §42 — Funds impounded pending appeal — Affirmance of rate 
order — Interest. 

6. Natural gas distributing companies which increased rates to interruptible 
or industrial customers under escalator clause contracts during the period 
when they were paying higher rates under an order staying a Federal Power 
Commission order disallowing a wholesale rate increase, and which, upon 
affrmance of the rate order, received refunds from the supplier, should 
include in the refund to customers the amount of interest received from the 
supplier, p. 104. 


Reparation, §43 — Funds impounded pending appeal — Affirmance of rate 
order. 

7. Natural gas distributing companies which purchased gas for the produc- 
tion of electric energy and steam to be sold as a separate activity and which 
passed on to users of such products a wholesale gas rate increase should, 
upon receiving a refund from the supplier upon affirmance of a Federal Power 
Commission order disallowing the rate increase, make only such refund 
as it may be required to do by its contracts, or as it may otherwise 
have committed itself to make, together with any interest received from 
the supplier, since it is not within the purposes of the Natural Gas Act 
for the court to engage in collateral concern about reaching the profits 
which an intrastate distributor may have derived from such activities 
through the use ‘of gas and the relationship of the price to such profit, 
p. 104. 


Reparation, § 43.1 — Funds impounded pending appeal — Affirmance of rate 
order — Persons to benefit. 

8. Refunds ordered to be made by gas distributors to firm customers, upon 
receiving refunds from a supplier pursuant to a court decision affirming a 
Federal Power Commission order disallowing a wholesale rate increase, i 
should be made only to those persons who are still customers of the dis- 
tributing companies, p. 105. 

Reparation, § 44 — Procedure — Filing of reports. 
9. Natural gas distributing companies which have received refunds from 
their supplier subject to their being passed on to the ultimate customers 
must calculate the amount which each customer is entitled to receive and the 
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amount of interest received from the wholesale company allocable to such 
amount, and must report the same to the court, together with a report of 
the amount of refunds for those who are no longer patrons of the distributors 
and the amount of interest received from the supplier allocable to that 
account; and such report should be filed with the clerk of the court in 
quadruplicate within ninety days after receipt of the funds and interest 
from the supplier, p. 105. 


Reparation, § 50.1 — Expense of distributing refunds — Report — Methods. 
10. Natural gas distributing companies which are required to make refunds 
to their consumers must file with the court a report indicating the reasonable 
cost or expense of making the refunds and interest, calculations, and of 
effecting distribution of the refunds, on the basis of crediting the customer’s 
account in such amount as the court may direct and not on the basis of 
making the refunds by mail and check, p. 105. 


Reparation, § 9 — Court jurisdiction — Reservation of jurisdiction. 
11. The court’s reservation of jurisdiction with respect to the distribution 
of refunds by natural gas distributing companies to ultimate consumers 
includes the right to direct such ultimate disposition of the refunds and 
interest applicable to persons who are no longer customers of the distribu- 
tors as may seem just and equitable, p. 106. 


Reparation, § 41 — Funds impounded pending appeal — Period of reparation. 
12. Gas distributing companies which did not increase rates during part 
of the period when wholesale rates were increased under a stay order 
pending review of a Federal Power Commission order denying the whole- 
sale rate increase are entitled to an unconditional refund from the wholesale 
company upon affirmance of the rate order, but this is limited to that period 
during which the distributors had not put in effect rate increases equal 
to the increase paid by them to the wholesale company, p. 106 


Reparation, § 39 — Funds impounded pending appeal — Recoupment of losses. 
13. Whether natural gas distributing companies receiving refunds from a 
pipeline company, upon affirmance of a Federal Power Commission order 
denying a wholesale rate increase, may apply the refunds and interest, 
in whole or in part, toward an alleged insufficiency in income or return, for 
a period prior to their placing in effect their increased rates, is of no concern 
to the court, in the attempt simply to restore the situation, as equitably and 
practicably as possible, to the same status as would have existed if the court 
had not stayed the rate reduction order pending appeal, p. 106. 


Reparation, § 42 — Funds impounded pending appeal — Interest. 

14. Interest accumulated against a wholesale natural gas company on amounts 
directed by the court to be refunded to gas distributing companies from 
funds collected by the wholesale company, under a stay order pending review 
of a Federal Power Commission order denying the wholesale rate increase, 
should be cut off as of the date of the denial of the wholesale company’s 
motion for an allowance from the stay funds, since which date the wholesale 
company was ready to make the refunds as soon as the court so directed, 
and the delay was due to complications existing in the distributors’ situa- 
tions and to the efforts of the court to resolve them intelligently as a basis 
for authorizing the distributions, p. 107. 
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APPEARANCES: Jay Kyle, General 
Counsel, Topeka, Kan., for State Cor- 
poration Commission of Kan. ; F. Vin- 
son Roach, Omaha, Neb., for North- 
ern Natural Gas Co.; Rueben H. 
Goldberg, Washington, D. C., for 
Federal Power Commission; P. L. 
Farnand and G. T. Mullin, Minne- 
apolis, Minn., for Minneapolis Gas 
Co.; George C. Pardee, Omaha, Neb., 
for Metropolitan Utilities Dist. of 
Omaha, Neb.; Raymond A. Smith, 
Council Bluffs, Iowa, for Council 
Bluffs Gas Co.; Carl W. Cummins, 
St. Paul, Minn., for Northern States 
Power Co.; Norman H. Nitzkowski, 
Mankato, Minn., John W. Scott, 
Bradford Ross, Washington, D. C., 
for Minnesota Valley Natural Gas 
Co.; Lloyd J. Marti, Lincoln, Neb., 
for Central Electric & Gas Co.; Car- 
sten L. Jacobson, Assistant City At- 
torney, Minneapolis, Minn., for city 
of Minneapolis; Marshall Hurley, St. 
Paul, Minn., for city of St. Paul; 
Clement F. Springer and Francis T. 
Crowe, Chicago, Ill., for Interstate 
Power Co.; Hubert C. Jones, Des 
Moines, Iowa, for Iowa Power & 
Light Co. and Peoples Gas & Electric 
Co.; John F. Gaston, Jr., Cedar Rap- 
ids, Iowa, for Iowa Electric Light & 
Power Co. and Northwestern Light & 
Power Co.; Byron L. Sifford and 
Vernon Myers, Sioux City, Iowa, 
for Iowa Public Service Co.; Ned 
Willis, Perry, Iowa, for Perry Gas 


Co.; Arthur C. Sidner, Fremont, 
Neb., for Nebraska Natural Gas Co.; 
Clayton Kline, Topeka, Kan., for Kan- 
sas Power & Light Co.; Rodger L. 
Nordbye, Minneapolis, Minn., for 
Minnesota Natural Gas Co. 


Before Sanborn, Woodrough and 
Johnsen, CJJ. 


Per Curiam: These cases came on 
for hearing on the motion of Minne- 
sota Valley Natural Gas Company, a 
customer of Northern Natural Gas 
Company and an intervenor in these 
proceedings, and nine other customer 
intervenors! for themselves and on be- 
half of seventeen other customers of 
Northern Natural Gas Company that 
have intervened later in the review 
proceedings herein,* for an order di- 
recting Northern to distribute the fund 
of $7,641,993.48, which the court 
finds Northern has collected under the 
stay order of this court entered here- 
in on December 18, 1952, plus interest 
at 6 per cent, to the customers of 
of Northern from which the moneys 
were collected. All of the customers 
ot Northern who contributed to the 
said fund have intervened and joined 
in the motion and the amount each 
contributed has been agreed upon and 
is hereinafter made the subject of 
finding by the court. 

The stay order herein provided, 
among other things, that Northern 
should file a bond conditioned gener- 





1Towa Public Service Company; Minne- 
apolis Gas Company; Iowa Power & Light 
Company; Metropolitan Utilities District of 
Omaha; Central Electric & Gas Company; 
Northern States Power Company; Council 
Bluffs Gas Company; Western States Utilities 
Company; Perry Gas Company. 

2 Board of Water, Electric, Gas & Power 
Commissioners of Austin, Minnesota; Central 
Natural Gas Company; town of Coon Rapids, 
Iowa; Elkhorn Valley Gas Company; city of 


Guthrie Center, Iowa; Interstate Power Com- 
pany; Iowa Electric Light & Power Company; 
Iowa-Illinois Gas & Electric Company ; Kansas 
Power & Light Company; Minnesota Natural 
Gas Company; Municipal Public Utilities of 
Owatonna, Minnesota; Nebraska Natural Gas 
Company ; Northwestern Light & Power Com- 
pany; village of Pender; Peoples’ Gas & Elec- 
tric, a division of Kansas City Power & Light 
Company; city of Ponca, Nebraska; Public 
Utilities Commission, New Ulm, Minnesota. 
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ally for the refunding, with interest, 
to the utility distributing companies, 
intervenors herein, of such revenues 
as would be collected by it under the 
stay and to which it might ultimately 
be determined that Northern was not 
legally entitled. The order further, 
however, expressly stated that this 
general provision for payment was 
intended merely as a tentative or pres- 
ent direction to Northern and was not 
to have the effect, as far as the utility 
distributing companies were con- 
cerned, of vesting any right in them 
to the excess revenues. 

The practical object which the 
court had in mind and its relationship 
to the accomplishment of the purposes 
of the act were stated in the order as 
follows: “The present direction of 
such payment has been made because 
the situation, on the hearing of the 
motion for stay, impressed as being 
one in which disposition of the ques- 
tion of the validity of the Federal 
Power Commission’s order would be 
capable of being effected in this court 
within a comparatively short period of 
time, so that the stay order as such 
would not in any event have to be con- 
tinued long in effect; that it further 
seemed likely that the utility distribut- 
ing companies would not have been 
able during that period to have secured 
generally from all of the local city 
councils or other regulatory bodies 
involved [i. e. those having jurisdic- 
tion over the rates of the utility dis- 
tributing companies] authority to 
make corresponding increases in their 
present rates, enabling them to pass on 
fully to ultimate consumers as a class 
the amount of the increase paid by 
them to Northern Natural during the 
stay period; and that in these circum- 
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stances and under these conditions, 
even if some part of the increase paid 
to Northern Natural might have been 
able to be passed on by some utility 
distributing company to some ultimate 
consumers the amount involved as to 
any such ultimate consumers individu- 
ally for such brief period would be so 
small as not to warrant the court, as 
a matter of practical judicial adminis- 
tration and in relation to the inabso- 
luteness inherent anyway in any utility 
sharges [of a distributor subject only 
to local regulation in its rates] of as- 
suming the burden of sifting out such 
individual ultimate consumers and 
attempting to make a trivial or nomi- 
nal distribution to them.” 

As a precaution and safeguard, 
however, against these assumptions 
not proving to be the facts, under the 
conditions obtaining at the time the 
stay should be terminated, the order 
further provided that the court, in 
order to prevent any utility distribut- 
ing company from acquiring what 
might amount to a windfall or unwar- 
ranted enrichment, reserved jurisdic- 
tion “to impose conditions upon the 
acceptance of such funds by any utility 
distributing company as shall be just 
and equitable in relation to its con- 
sumer customers, such as requiring it 
as a condition of acceptance and re- 
ceipt to make refund to its customers, 
with reasonable allowance [to it] out 
of the funds and interest so received 
by it, to cover the cost of such dis- 
tribution.” 

And, as an ultimate, contingent 
protection, the order also provided 
that, “In the event of any un- 
foreseen complication, resulting in the 
refusal of any utility distributing com- 
pany to accept such funds upon the 
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conditions fixed, the court may direct 
Northern Natural to make payment 
of the excess revenue and interest as 
to any such particular utility distribut- 
ing company to the clerk of this court 
or to a custodian named by the court, 
instead of direct to such utility dis- 
tributing company,” together with a 
reservation of jurisdiction generally 
“to make all orders necessary to effect 
final and complete disposition of any 
mech funds... 2” 

[1] Eight of the twenty-seven dis- 
tributors here involved are municipali- 
ties or municipal corporations, as to 
which we agree with the position of the 
Federal Power Commission that an 
unconditional order of refund and re- 
ceipt is proper, because, as stated by 
the commission in its response to the 
motion for distribution, “in the case 
of each such entity the sums [of re- 
fund] received and retained will be 
used for the benefit of the ultimate 
users of gas in the communities 
served or will be for the benefit of the 
community,” and “The aim of the 
Natural Gas Act ‘to protect ultimate 
consumers of natural gas from exces- 
sive charges’ will be, there- 
fore, substantially fulfilled.” 


[2] Of the other nineteen distribu- 
tors, two—Kansas Power & Light 
Company and Perry Gas Company— 
have made showing that they have 
made no rate increases to their cus- 
tomers of any kind during the period 
of the stay, and so have not passed 
along the amount paid by them to 
Northern under the stay, and as to 
these we similarly hold that they too 
are entitled to an unconditional order 
of refund and receipt. A third dis- 
tributor, Council Bluffs Gas Com- 
pany, has made an increase in its re- 
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tail gas rates during the stay period 
but it is shown that this increase did 
not include the factor of Northern’s 
rate increase under the stay, so that 
the amount paid by it under the stay 
has not been attempted to be passed 
on to its customers, and the city coun- 
cil having jurisdiction of the gas com- 
pany’s rates has so agreed. It is 
accordingly held that Council Bluffs 
Gas Company also is entitled to an un- 
conditional order of refund and receipt. 

[3] Of the remaining sixteen dis- 
tributors, six—Iowa Electric Light & 
Power Company, Iowa-Illinois Gas 
& Electric Company, Iowa Power & 
Light Company, Minnesota Valley 
Natural Gas Company, Northern 
States Power Company, and Peoples 
Gas & Electric Company—have made 
showing that they have made no rate 
increases during the period of the stay 
to firm gas customers, but that they 
did increase rates to interruptible or 
industrial gas customers, and to elec- 
tric service customers, under escalator 
clause contracts, the amount of which 
increases they are willing and propose 
to refund. Each of such distributors 
is held to be entitled to an order of 
refund and right to receive the 
amounts collected by Northern from 
them under the stay, subject to an 
obligation and duty on the part of each 
to make refund to the interruptible or 
industrial gas customers and to the 
electric service customers involved, of 
the amounts so collected from them on 
the basis of and in accordance with 
their escalator-clause contracts. 


[4] This leaves ten distributors, 
consisting of Minnesota Natural Gas 
Company, Central Electric & Gas 
Company, Central Natural Gas Com- 
pany, Elkhorn Valley Gas Company, 
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Interstate Power Company, Iowa 
Public Service Company, Minneapolis 
Gas Company, Nebraska Natural Gas 
Company, Northwestern Light and 
Power Company, and Western States 
Utilities Company, all of whom have 
made some rate increase, in relation 
to the increase of Northern involved in 
the stay, to both firm customers and 
to interruptible, industrial, or contract 
customers. The increases to the latter 
type of customers are shown to have 
been made under an escalator clause in 
their agreements, carrying with it 
either an express or an implied obliga- 
tion to account to such customer for 
any refund received from Northern of 
the increase so made by the distribu- 
tor. Each of such distributors is held 
to be entitled to an order of refund 
and right of receipt as to the amounts 
so applicable to its interruptible, in- 
dustrial, or contract customers, sub- 
ject to an obligation and duty on the 
part of each distributor to make pay- 
ment thereof to such customers. 


As to the amounts collected by such 
ten distributors from their firm cus- 
tomers or consumers, under rate in- 
creases put into effect by them and 
thus passing on, in whole or part, the 
payments made by them to Northern 
pursuant to the stay, Minnesota Natu- 
ral Gas Company has made showing 
that it is willing and proposes to make 
refund to its firm customers or con- 
sumers of these amounts. Minnesota 
Natural Gas Company is accordingly 
held to be entitled to an order of re- 
fund and right of receipt as to such 
amounts, subject to the obligation and 
duty on its part of making refund to 
its firm customers or consumers. 


As to the other nine of such distrib- 
utors, all, except Minneapolis Gas 
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Company, which will be dealt with 
separately, will similarly, as in the 
case of Minnesota Natural Gas Com- 
pany, be held entitled to an order of 
refund and right of receipt as to the 
amounts involved in the stay fund 
which have been passed on by them to 
their firm customers or consumers, 
subject to the obligation and the duty 
on their part of making refund to such 
customers or consumers. 

[5] In the case of Minneapolis Gas 
Company, it is shown that its opera- 
tions are carried on under a city divi- 
sion, covering the corporate limits of 
the city of Minneapolis, Minnesota, 
and a suburban division, covering the 
suburban area adjacent to that city. 
Under the company’s franchise in the 
city of Minneapolis, the rates charged 
customers of its city division are sub- 
ject to supervision by the city, through 
its utility engineer, in that he has the 
power to alter, amend, or revise any 
change in rates made by the company, 
which do not conform, in their result, 
to the amount of the fixed general 
allowable return, the prescribed return 
on cost of additions, extensions, im- 
provements, and betterments, and the 
fixed return on working capital pro- 
vided for in the franchise. Such rate 
increases as have been made by the 
company during the stay period appear 
from the affidavit of the city utility en- 
gineer to have been made within his 
supervision and in relation to the duty 
imposed upon him by resolution of the 
city council “to advise the city attor- 
ney and city council generally in alter- 
ations, amendments, or revisions in 
any change in rates made by Minne- 
apolis Gas Company.” Moreover, the 
city of Minneapolis has directly par- 
ticipated in the proceedings before the 
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Federal Power Commission, and as 
an intervenor in this court, on the rate 
increase made by Northern that is 
here involved. It further is shown 
from the affidavit of the city utility en- 
gineer that the city has full knowledge 
of the amount of the refund for which 
the company is making claim and that 
“the city will insist that (the sum 
applicable to the company’s city divi- 
sion) shall be treated in a manner so 
as to reflect benefits to the full extent 
of said sum for the ultimate consumers 
within the city of Minneapolis in a 
manner that will reduce and eliminate 
violent fluctuations in the rates 
charged by the Minneapolis Gas Com- 
pany.” The company also states in 
its showing that it “makes no claim 
that it, as a corporate entity, is en- 
titled to said sum for the purpose of 
increasing the allowable annual return 
as provided in said franchise ordi- 
nances,” and that “All of said sum, 
therefore, will be used by said com- 
pany for the benefit of the ultimate 
consumers in the city division, in con- 
formity with the provisions of said 
franchise ordinance of the city of Min- 
neapolis.” 

In the local relationship thus exist- 
ing between the company and the city, 
from the matter of franchise provi- 
sions, right of supervision, and as- 
sumed responsibility as to the rates of 
the company, as well as in view of the 
knowledge of the city of the amount 
of the refund here involved and of its 
expressed intent to deal therewith “‘in 
a manner so as to reflect benefits to the 
full extent of said sum for the ultimate 
consumers within the city of Minne- 
apolis,”” we think the purposes of the 
Natural Gas Act, 15 USCA § 717 et 
seq., of safeguarding ultimate consum- 


ers generally, will be sufficiently and 
appropriately served by allowing the 
company to receive the amount of the 
refund applicable to the city division, 
subject only to such direction and con- 
trol thereover as shall be exercised by 
the city of Minneapolis under the fran- 
chise ordinances, for the benefit of the 
ultimate consumers within the city. 

As to the suburban division of the 
Minneapolis Gas Company, however, 
just as in the case of the other nine 
distributors in its class, as previously 
referred to, no such showing of exist- 
ing power, franchise relationship, or 
exercised responsibility, on the part 
of a city council or other local regu- 
latory body, is sufficiently satisfac- 
torily shown to warrant us in judi- 
cially permitting the amount passed 
on to firm customers or consumers to 
be received by the company without 
condition. As to such funds, applicable 
to its suburban division, the Minne- 
apolis Gas Company will be held en- 
titled to an order of refund and right 
of receipt, subject to the obligation 
and duty of making refund to its firm 
customers or consumers. 

[6] All of the preceding provisions 
herein are expressly made subject to 
the following expressions, limitations, 
and conditions, to the extent that they 
are not inapplicable to any of the situ- 
ations involved: 

(1) All refunds made by any dis- 
tributor to interruptible or industrial 
customers, under its escalator-clause 
agreements, shall include the amount 
received by such distributor from 
Northern in interest thereon. 

[7] (2) To the extent that any 
distributor may have used gas for the 
production by itself of electric energy, 
steam, etc., which it has been engaged 
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in selling as a separate activity, and 
may have passed on the gas-rate in- 
crease involved herein in the sale of 
such product, the distributor shall have 
an obligation and duty hereunder only 
to make such refund as it may be re- 
quired to do by its contracts, or as it 
may otherwise have committed itself 
to make, together with the interest 
received thereon from Northern. The 
court does not regard it as being with- 
in the purposes of the Natural Gas Act, 
as contended by the Federal Power 
Commission, for it to engage in col- 
lateral concern about reaching the 
profits which an intrastate distributor 
may have derived from such activities, 
through the use of gas and the rela- 
tionship of the price thereof to such 
profit—any more than it is entitled to 
have concern about what the effect of 
the refund here involved made to an 
industrial customer of a distributor 
may economically be. 

[8] (3) The refunds ordered to be 
made to firm customers or consumers 
shall have application only to those 
persons or companies which are still 
customers or patrons of the distribu- 
tor. The task of trying to locate per- 
sons who are no longer customers or 
patrons of the distributor involved, the 
heavy expense incident thereto, and 
the impossibility in the end of finding 
a substantial part of such persons, as 
shown by the court’s experience in 
similar cases in the past, make such an 
attempt, in relation to the small 
amounts usually involved in the re- 
funds to such persons, and to the judi- 
cial burden resulting, impractical, un- 
feasible, and unnecessary to an accom- 
plishment generally of the purposes of 
the Natural Gas Act. The funds 
which would be applicable to such per- 
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sons, if they were still customers of 
the distributor, shall be used and ap- 
plied as provided for in paragraphs 
(5) and (7) following. 

[9,10] (4) As to the refunds re- 
quired to be made to any distributor’s 
firm customers or consumers, the dis- 
tributor shall calculate the amount to 
which each such present customer is 
entitled, and the amount of the inter- 
est received from Northern allocable 
to such amount, and shall make report 
to the court, before payment thereof, 
of the total number and amount of 
such refund payments involved (not 
names or list of customers), of the to- 
tal amount of the interest received 
from Northern allocable thereto, of the 
amount of the refund in its hands from 
customers who are no longer patrons 
of the distributor, and of the amount 
of the interest received from Northern 
allocable thereto. Such report shall be 
filed with the clerk of this court, in 
quadruplicate, within ninety days after 
the receipt of the funds and interest 
from Northern, as hereinafter di- 
rected. 

(5) The report referred to in para- 
graph (4) shall also set forth what 
the distributor regards as the reason- 
able cost or expense to it of having 
made the refund and interest calcula- 
tions, and of effecting distribution 
thereof, on the basis of crediting the 
customer’s account in such amount as 
the court may direct, and not on the 
basis of making refund by mail and 
check. Upon receipt and considera- 
tion of the reports referred to, the 
court may allow such amount as it 
deems reasonable, in reimbursement 
of cost and expense as above indicated, 
out of the interest, and/or out of the 
funds applicable to persons who are 
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no longer customers of the distributor. 

(6) A further report shall be filed 
with the clerk of this court, in quad- 
ruplicate, within six months of the 
date hereof, by each distributor re- 
quired to make refunds hereunder to 
either contract customers, or firm cus- 
tomers, or both, showing the total 
amount of refund and interest paid by 
it to each class of customers. 

[11] (7) The court reserves juris- 
diction to make such further orders in 
relation to the situation of each dis- 
tributor as may be necessary or expedi- 
ent to finally terminate and close the 
entire matter. This includes the right 
to direct such ultimate disposition of 
the refunds and interest applicable to 
persons who are no longer customers 
of the distributor, as to the court may 
seem just and equitable. This reser- 
vation is made on the basis of the stay 
order having been specifically designed 
to avoid the recognition or vesting of 
any right in anyone as to the funds 
involved, except as such rights after- 
wards should be recognized and estab- 
lished by order of the court, in the 
light of persuading equities and prac- 
tical administrative realities. No 
right is accordingly recognized by the 
court as existing in any ultimate con- 
sumer by virtue of the operation of the 
stay order, except as herein declared 
and established. 


[12,13] (8) As to the part of the 
refund and interest applicable to any 
calendar month or months of the stay 
period, during which a distributor had 
not yet put into effect a rate increase 
equal to the amount payable by it to 
Northern for such period on the basis 
of the stay order, such distributor is 
entitled to refund and right of receipt, 
without condition, just as in the case 


oi the distributors who made no rate 
increase whatever during the period of 
the stay. Some of the distributors 
have contended for a right to apply the 
refund and interest, in whole or in 
part, toward an alleged insufficiency in 
income or return, for a period or peri- 
ods prior to the placing in effect by 
them of their increased rates. But 
that question is not one of judicial 
concern, in the attempt simply to re- 
store the situation, as equitably as 
practicably possible, to the same status 
as would have existed, if the stay or- 
der had not been issued. With or 
without the stay, the relief of a dis- 
tributor, from the condition of which 
complaint is now made, if it existed, 
is one which lay in other fields. We 
do not at all examine the question of 
any distributor’s income or return, 
and it is our intention to prevent any 
part of the returned funds and the 
interest thereon from being used, or 
being available to be used, in any man- 
ner, to offset or make up for any in- 
sufficiency of income or return that 
was suffered prior to the issuance of 
the stay order, or that is not directly 
attributable to having been required to 
pay Northern’s increased rate and 
having had its revenues diminished to 
that extent as a result thereof, during 
the stay period. 

In relation to all the foregoing, the 
court finds that there is due from 
Northern Natural Gas Company, in 
refund, to each of the twenty-seven 
distributors referred to above, the 
amount set out opposite the name of 
each below, which amount Northern 
is ordered and directed to turn over or 
tender to such distributor, within fif- 
teen days from the date of this order, 
together with interest thereon from 
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the date of the receipt of such funds by 
Northern to August 17, 1954, as fol- 
lows: 


Board of Water, Electric, Gas & 
Power Commissioners of Aus- 


tin, Minnesota .............. $104,651.28 
Central Electric & Gas Co. .... 931,707.42 
Central Natural Gas Co. ...... 31,126.69 
City of Guthrie Center, Iowa ... 743.37 
City of Ponca, Nebraska ....... 3,311.84 
Council Bluffs Gas Co. ....... 144,328.13 
Elkhorn Valley Gas Co. ....... 7,741.65 
Interstate Power Co. .......... 105,768.81 
Iowa Electric Light & Power Co. 

(Including Iowa Electric Co.) 302,644.16 
Iowa-Illinois Gas & Electric Co. 261,919.39 
Iowa Power & Light Co. ...... 573,718.76 
Iowa Public Service Co. ....... 571,175.23 
Kansas Power & Light Co. ..... 50,571.07 
Metropolitan Utilities District of 

ENR coterie. ei hroies 648,122.65 
Minneapolis Gas Co. ........... 2,025,319.70 
Minnesota Natural Gas Co. .... 51,117.54 
Minnesota Valley Natural Gas 

ee Aree ee 317,754.03 
Municipal Public Utilities of 

Owatonna, Minnesota ....... 42,564.28 
Nebraska Natural Gas Co. 83,211.66 
Northern States Power Co. .... 938,117.21 
Northwestern Light & Power 

Rly sale eae ahs Saito 21,295.08 
Peoples’ Gas & Electric ........ 321,970.10 
Petey Gas Co. o.oo cc co iin 17,259.69 
Public Utilities | Commission, 

New Ulm, Minnesota ........ 36,074.53 
Town of Coon Rapids, Iowa .. 1,541.08 
Village of Pender, Nebraska ... 5,189.01 
Western States Utilities Co. ... 43,049.12 

2 ee $7,641,993.48 


[14] The accumulation of interest 
against Northern has been cut off as 
of the date of the denial of its motion 
for an allowance, in effect, from the 
stay funds, on August 17, 1954, since 
which date Northern appears to have 
stood ready to make the refunds, as 
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soon as the court so directed. Delay 
in making the present order of direc- 
tion, since that time, has been due to 
the complications existing in the dis- 
tributors’ situations and to the efforts 
of the court to intelligently resolve 
them as a basis for authorizing the dis- 
tributions to be made. 

Upon showing made by Northern 
that the amounts have been paid as 
herein directed, accompanied by re- 
ceipts of the various distributors, set- 
ting out separately the amount of the 
refund and the amount of the interest 
paid, an order will be entered dis- 
charging Northern and its surety from 
any further liability on account of the 
stay order and the funds collected by it 
thereunder. Ruling upon the motion 
of the intervenors for a judgment 
against Northern and its surety will 
be reserved and only entered in case 
this becomes necessary. Acceptance 
of the funds and interest by any dis- 
tributor, upon tender by Northern, 
shall bind such distributor to the con- 
ditions of this order, as applicable to 
it. In the event of the refusal of any 
distributor to accept the funds upon 
the conditions herein, report of such 
fact shall be made by Northern 
promptly to the court, and jurisdic- 
tion is reserved to deal with the situ- 
ation on the basis of the provisions of 
the stay order applicable to that con- 
tingency. 

All of which is so ordered. 
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ILLINOIS COMMERCE COMMISSION 


Re Central Illinois Electric & 
Gas Company 


41377-41379, 41412, 41413 
September 29, 1954 


PPLICATION by gas and electric company for authority to 
A increase rates; modified increase authorized. 


Valuation, § 224 — Construction work in progress — Inclusion in rate base. 
1. Construction work in progress should be excluded from the rate base 
where interest during construction has been charged, p. 113. 


Valuation, § 75 — Reproduction cost determination — Evidence of trended original 


cost. 


2. Evidence of trended original cost is pertinent to a determination of 


reproduction cost, p. 114. 


Return, § 87 — Gas and electric company — Electric department. 
3. A rate increase designed to produce a return of 5.8 per cent for the 
electric department of a gas and electric company was considered reasonable, 


p. 114. 


Return, § 92 — Gas and electric company — Gas department. 
4. A rate increase designed to produce a return of 5.95 per cent for the 
gas department of a gas and electric company was considered reasonable, 


p. 114 





Valuation, § 49 — Trended original cost — Handy-Whitman Index. 
Discussion of Handy-Whitman Index used in determining current or 
reproduction cost by trending original cost, p. 110. 


By the Commission: On Novem- 
ber 6, 1953, Central Illinois Electric 
and Gas Company (“company”’) filed 
with this commission rate schedules 
proposed to become effective Decem- 
ber 7, 1953, providing for increased 
rates for electric service, Docket No. 
41379; gas service, Docket No. 41378; 
and water service, Docket No. 41377, 
in all territories served by it. On 
November 9, 1953, the commission 
entered orders in Docket Nos. 41377. 
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41378, and 41379 suspending said 
rate schedules until April 5, 1954. 
On March 16, 1954, the commission 
by further orders, suspended said rate 
schedules until October 5, 1954, pend- 
ing further hearings and a determina- 
tion. 

On December 8, 1953, the com- 
pany filed two petitions, assigned 
Docket Nos. 41412 and 41413, re- 
questing authority to amend contracts 
for gas service with St. Anthony’s 
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Hospital, Rockford, Illinois, and Lehn 
& Fink Products Corporation, Lin- 
coln, Illinois, by the addition of pur- 
chased gas cost adjustment provisions 
identical with the proposed Pur- 
chased Gas Cost Adjustment Rider 
applicable to all rates filed in Docket 
No. 41378. By order of the com- 
mission, Docket Nos. 41412 and 41413 
were consolidated for hearing with 
Docket Nos. 41377, 41378, and 41379, 
and the issues in each of these pro- 
ceedings may be and are disposed of 
by this order. 

After notice to all interested parties 
hearings on the proposed rates were 
held in Chicago, Illinois, on January 
25, 26, and 28, April 20 and 21, May 
10, 11, 12, 20, 21, 25, 26, 27, and 28, 
June 17, July 14, 23, and 27, and on 
August 20, 1954, the consolidated 
cases were marked “Heard and 
Taken.” Briefs were filed and oral 
argument made on September 22, 
1954. 

The cities of Rockford, Freeport, 
and Lincoln and a group of customers 
in the Lincoln area entered their ap- 
pearances in opposition to the proposed 
increases in rates for utility services 
furnished by the company in their 
respective communities and cross- 
examined the company’s witnesses. 
Leave to intervene, pursuant to peti- 
tion filed, was granted the city of 
Lincoln and the Citizens Committee 
to Oppose Rate Increases, on April 
29, 1954. None of the objectors, ex- 
cept the city of Rockford, presented 
any evidence. 

R. B. Thomas, chief engineer of 
the commission, appeared on_ behalf 
of the commission’s staff. The en- 
gineering and accounting sections of 
the staff of the commission checked 
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the purported book figures in the 
company’s exhibits against the com- 
pany’s books and records, made an 
inspection of the depreciation or per 
cent condition of the plants and 
checked the results of such inspection 
with the evidence in this respect pre- 
sented by the company and also 
checked the company’s current or 
reproduction cost estimates. Mr. 
Thomas cross-examined the witnesses 
of the company concerning their tes- 
timony and exhibits on trended orig- 
inal cost and per cent condition of 
the properties and offered one exhibit 
in evidence consisting of data fur- 
nished by the company from its 
records detailing electric production 
expenses, purchases of natural gas, 


customers’ advances and _ contribu- 
tions, and construction work in 
progress. 


The company is a public utility en- 
gaged principally (1) in generating, 
purchasing, distributing, and selling 
electric energy at retail; (2) in pur- 
chasing, storing, distributing, and sell- 
ing natural gas at retail; (3) in col- 
lecting, producing, distributing, and 
selling water at retail; and (4) in pro- 
ducing, distributing, and selling steam 
heat at retail. All of the company’s 
services are rendered in the state of 
Illinois. 

The electric operations constitute 
the largest part of the business of the 
company, accounting for approxi- 
mately 66 per cent of the total operat- 
ing revenues. The territory in which 
the company furnishes electric service 
is separated into three divisions, Rock- 
ford, Lincoln, and Albion, which are 
not physically interconnected. The 
company generates all of its electricity 
used in the Rockford Division. In the 
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Lincoln Division the company pur- 
chases a substantial portion of its elec- 
tricity requirements from two non- 
affiliated companies, but also maintains 
and operates a generating station at 
Lincoln. All electricity required in 
the Albion Division is purchased from 
a nonaffiliated company. The com- 
pany’s electric system includes about 
2,700 miles of distribution lines and 
130 miles of transmission lines. Elec- 
tric service is supplied to approxi- 
mately 51,300 customers in Rockford 
and environs, 15,000 customers in the 
Lincoln Division, and 2,000 custom- 
ers in the Albion Division. 

Gas service is supplied in the cities 
of Rockford and Freeport and envi- 
rons as an integrated operation and 
also in the Lincoln Division. Natural 
gas is obtained for the Rockford-Free- 
port area from the Natural Gas Pipe- 
line Company of America, but the 
company also maintains and operates 
propane and water-gas plants in Rock- 
ford for the manufacture of gas for 
standby and peak-load purposes in the 
area. The gas distributed in the Lin- 
coln area is purchased from the Pan- 
handle Eastern Pipeline Company. 


Original cost as of August 31, 1953 ............. 
Less reserve for depreciation ....... ......... 


Net original cost as of August 31, 1953 ......... 


Evidence of current or reproduction 
‘costs and of the observed condition or 
‘depreciation of the company’s electric, 
gas, and water utility plants was pre- 
sented by E. H. Gannon and L. N. 
Boisen of Stone & Webster Service 
Corporation, a firm regularly retained 
‘by the company to supply engineering, 
accounting, and other services. Gan- 
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The company furnishes gas service to 
approximately 41,300 customers in the 
Rockford-Freeport area, and approxi- 
mately 2,900 customers in the Lincoln 
area. 

Water service is furnished by the 
company only in the city of Lincoln 
to approximately 3,700 customers. 
Steam-heating service is furnished in 
a portion of the city of Rockford to 
approximately 465 customers. No in- 
crease in rates has been requested for 
the steam-heating utility and there- 
fore no findings are made herein there- 
on, although complete figures were 
put in evidence by the company with 
respect to its steam-heating utility 
plant. 

The test year for which the company 
presented data purporting to support 
its request for increased rates was the 
12-month period ended August 31, 
1953. L. W. Esten, vice president and 
treasurer of the company, testified that 
as of August 31, 1953, the original 
cost and depreciation reserves of the 
company’s electric, gas, and water 
utility plants, excluding construction 
work in progress, were: 





Electric Gas Water 
Department Department Department 
$38,294,282 $9,165,727 $691,031 

... 7,152,940 1,140,158 219,434 
. $31,141,342 $8,025,569 $471,597 


non testified that the current or repro- 
duction cost was determined by trend- 
ing original costs by accounts and year 
of installation by the application of the 
Handy-Whitman Index. Mr. Gannon 
sponsored Central Exhibit 17 covering 
tests made of the accuracy of the appli- 
cation of the Handy-Whitman Index 
in the determination of reproduction 
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costs at current prices. The trended 
original cost of certain electric prop- 
erty accounts, Account 354—Poles, 
Account 355—Overhead Conductors, 
and Account 359—Services, was test- 
ed against the company’s costs experi- 
enced in the year 1952. A similar test 
was made with respect to Gas Plant 
Account 365—Services. The aggre- 
gate trended original cost of the prop- 
erty in such accounts developed by 
application of the Handy-Whitman 
Index was $16,616,419, and the calcu- 
lated cost of such property using the 
company’s 1952 costs was $16,609,- 
637, a difference of $6,782, or 0.04 
per cent. Mr. Gannon further testi- 
fied that he had compared the trended 
original cost of the company’s gas dis- 
tribution mains developed by the appli- 
cation of the Handy-Whitman Index 
against the company’s average costs 
experienced during the period 1950 to 
1952, inclusive. The result of such 
comparison indicated that the trend- 
ed original cost of the company’s gas 
distribution mains was 12 per cent 
lower than the calculated cost deter- 
mined from the company’s average 
1950-1952 costs. Mr. Gannon’s testi- 
mony showed that comparisons he 
made of the trends of company costs 
for common labor used in the construc- 
tion of gas and electric properties, 
copper wire, gas meters, electric me- 
ters, and poles with the trends for 
similar items used in the preparation 
of the Handy-Whitman Index showed 
that the trends followed much the same 
patterns. 


Ernest C. North, manager of the 
valuation and estimating departments 
of Whitman, Requardt and Associates, 
Baltimore, Maryland, consulting engi- 
neers and publishers of the Handy- 
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Whitman Index, testified with respect 
to the history of the Handy-Whitman 
Index, the sources of the data upon 
which the index is based, and the 
methods employed in assembling, 
checking, and converting such data in- 
to the index tables as of January 1st 
and July Ist of each year. North, who 
has been in charge of the preparation 
and publication of the Handy-Whit- 
man Index since 1943, related that 
the index was first published in 1924 
by William W. Handy who continued 
the publication until his death in 1931. 
In 1932 Whitman, Requardt and As- 
sociates assumed the publication of the 
index for Handy’s estate, and in 1950 
purchased the rights to the publication, 
at which time the present title “Han- 
dy-Whitman Index of Public Utility 
Construction Costs” was adopted. 
North testified that the index con- 
tained tables for building construction, 
for gas plant construction, and for 
electric light and power construction, 
each divided into six geographical 
divisions of the United States. The 
territory in which the company oper- 
ates is referred to in the index as the 
North Central Division. Semiannu- 
ally prices or trends of more than 150 
different items, such as cast iron pipe, 
steel pipe, meters, and boilers, are ob- 
tained from nationally known and 
reputable manufacturers who have 
been furnishing such information to 
the publishers of the index over a long 
period of years. Prices for materials, 
such as cement, lumber, brick, etc., 
which are normally purchased locally 
by utilities, are obtained from the En- 
gineering News-Record magazine, 
and are then spot-checked in various 
cities in each of the six geographical 
divisions. The material and equip- 
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ment prices thus obtained after verifi- 
cation are converted into index num- 
bers. The labor rates used in develop- 
ing the index are obtained from the 
Engineering News-Record magazine 
and the Builders Association of Chi- 
cago, both of whom have been pub- 
lishing wage rates for various loca- 
tions over a long period of years. 
Such labor rates are then spot-checked 
with builders, trade associations, utili- 
ties, and other interested organizations 
in many cities. The labor rates for 
the North Central Division are based 
upon an average for five cities, Chica- 
go, Cincinnati, Kansas City, Minne- 
apolis and Omaha. Such wage rates 
are then converted to index numbers. 
The index numbers thus constructed 
for the various items of labor and 
equipment are then weighted to deter- 
mine the consolidated index numbers 
for the various accounts prescribed 
under the Uniform System of Ac- 
counts. The weighting of the com- 
ponents of labor, material, and equip- 
ment in various accounts is based upon 
an analysis of several hundred million 
dollars worth of utility properties es- 
tablished for the period of 1926 to 
1930, inclusive. Such weighting was 
rechecked in 1950 by an analysis of 
several hundred million dollars worth 
of property constructed between 1946 
and 1950 and found to be correct. It 
was pointed out by North that in de- 
veloping the index numbers for the 
components for labor, material, and 
equipment, the effect was to reduce 
prices and rates to trended factors. 
Consequently, the similarity of the 
prices used in the preparation of the 
index to the prices paid by the com- 
pany was not as important as the simi- 
larity of trends of the company’s costs 


to the trends used in the preparation of 
the index. North testified that he had 
made such comparisons of the trends 
of wages for construction labor, elec- 
tric skilled labor, electric common la- 
bor, and gas common labor, and found 
that so far as the labor elements of the 
Handy-Whitman Index are concerned 
the property of the company can be 
accurately ‘trended by use of the Han- 
dy-Whitman Index. Mr. North fur- 
ther testified that from other studies 
he had made he had determined that 
the Handy-Whitman Index was prop- 
erly applicable for trending the costs 
of the company’s property. In this 
connection he testified that weights of 
various components of the gas main 
account used in the Handy-Whitman 
Index checked with the weights ex- 
perienced by the company for its Ac- 
count 363—Mains. 

Mr. North further testified that he 
had examined and was familiar with 
Central Exhibits 6, 8, 10, and 18A 
covering the trended original cost of 
the water, gas, electric, and steam 
properties, respectively, by use of the 
Handy-Whitman Index; that he had 
inspected a substantial part of the 
properties embraced in the respective 
accounts of the systems of accounts 
for utilities as set forth in General 
Orders 143, 144, and 150 of this com- 
mission; that he had considered the 
index used to trend each such account ; 
that in all but a few instances in the 
gas and electric accounts the indices 
used were those designed to be used 
for the account involved. In a few 
instances the indices applied produce 
conservative results because, such in- 
dices did not include labor trends 
which have increased at a more rapid 
rate than material trends. Mr. North 


6 PUR 3d 112 





IRRRIRSREO eTCTE 














RE CENTRAL ILLINOIS ELEC. & GAS CO. 


further testified with respect to some 
minor accounts, i.e., office furniture 
and equipment, tools and work equip- 
ment, laboratory equipment, etc., that 
average indices were applied and pro- 
duced reasonably accurate results. 
Mr. North admitted that the Handy- 
Whitman Index did not contain any 
indices for water plants, but, never- 
theless, in his studies he found that 
the trends of water properties are ap- 
proximately the same as the trends of 
gas properties. 

L. N. Boisen, an engineer with and 
a vice president of Stone & Webster 
Service Corporation, who has served 
as an engineering consultant for the 
company over a period of twenty-two 
years, testified that during those 


Reproduction cost 
Observed depreciation 


Net reproduction cost 


The company claimed allowances 
for materials and supplies and cash 
working capital in the amounts of $1,- 
759,330 for the electric department, 
$436,437 for the gas department, and 
$19,304 for the water department. In 
support of such claims, the company 
introduced evidence developed along 
customary lines of forty-five days’ 
operating expenses, exclusive of the 
cost of purchased electricity and gas, 
plus the average monthly materials 
and supplies inventory, including fuel. 

[1] The evidence in the record is 
that the company has expended on con- 
struction work in progress $2,098,- 
156 for additions to the electric utility 
plant, $457,647 for additions to the 
gas utility plant, and $10,192 for addi- 
tions to the water utility plant. The 
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twenty-two years the major growth 
of the company had occurred and, 
accordingly, he was thoroughly fami- 
liar with the physical characteristics of 
the property and its operation. Mr. 
Boisen testified that during 1953 he 
had made an inspection of the prop- 
erties, and he determined that the ob- 
served depreciation of the electric util- 
ity plant was 16.5 per cent; that the 
observed depreciation of the gas utility 
plant was 29.4 per cent; and that the 
observed depreciation of the water 
utility plant was 30 per cent. 

A summary of the evidence of repro- 
duction cost new and observed depre- 
ciation, as of August 31, 1953, exclud- 
ing construction work in progress, 
1S: 





Electric Gas Water 
Department Department Department 
.... $58,390,190 $21,223,091 $1,816,390 
.. 9,566,394 6,140,752 538,692 
$48,823,796 $15,082,339 $1,277,698 


construction work in progress for the 
electric utility plant includes expendi- 
tures by the company in the amount of 
$694,270 for additional generating 
capacity in the Rockford Division, 
which will not be placed in service 
until 1955, and for which interest dur- 
ing construction has been charged. 
The commission in this proceeding 
will not allow the inclusion of this 
latter item in the rate base. Interest 
during construction has not been 
charged on other items of construction 
work in progress in the electric utility 
or on any items in the gas and water 
utilities. 

The evidence with respect to origi- 
nal cost, reserve for depreciation, con- 
struction work in progress, and ma- 
terials and supplies and cash working 
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capital of the electric, gas, and water 
utility departments of the company 
was not seriously questioned by the 
objectors or the staff of the commis- 
sion, and the amounts hereinbefore set 
forth for these respective items are for 
the purposes hereof accepted. 

[2] While the evidence concerning 
trended original cost and also con- 
cerning the observed depreciation may 
be open to challenge in some minor re- 
spects, such evidence does reflect a de- 
crease in the purchasing power of the 
dollar and the change in economic con- 
ditions and is pertinent to a determina- 
tion of reproduction cost. Such trend- 
ed cost must be considered and given 
appropriate weight in arriving at the 
fair value of the company’s utility 
plants. 

The commission, having given con- 
sideration to all of the evidence pre- 
sented in this case bearing on the sev- 
eral factors necessary and proper to 
consider in arriving at the fair value 
for rate-making purposes as required 
by the applicable statutes and court de- 
cisions, is of the opinion that, as of 
the date of the test period, the fair 
value of the company’s property used 
and useful in rendering electric service 
is $37,845,000; that the fair value of 
the company’s property used and use- 
ful in rendering gas service is $10,- 
958,000 ; and that the fair value of the 
company’s property used and useful in 


(Gperating SOvGees ....... 0c cee ccc eee 


Operating revenue deductions: 


Operation and maintenance expenses ........ 
eee: SS eee ee eee 
Rr, rer eS So SOG. sy, 


Total operating revenue deductions ........... 


Net cpperating MCG 2... ow wee ec 


rendering water service is $794,000. 

[3,4] Richard N. Benjamin, presi- 
dent of Stone & Webster Service Cor- 
poration, Paul Coffman, president of 
Standard Research Consultants, and 
Edward B. Hall, president of Harris, 
Hall & Co., which has recently been 
consolidated with Dean Witter & Co., 
the company’s witnesses who testified 
with respect to the rate of return re- 
quired to enable the company to main- 
tain its financial integrity and sell its 
securities in competition with securi- 
ties of other utilities and industrial 
companies with comparable risks, con- 
cluded that the rate of return should 
be not less than 6.75 per cent. The 
commission does not agree with the 
conclusion of these witnesses. Hav- 
ing considered all the facts in this case 
including current economic conditions 
and the earnings on investments hav- 
ing similar risks and other elements 
bearing upon a fair and reasonable 
rate of return, the commission is of 
the opinion that the fair rate of return 
for the company’s electric utility is 5.8 
per cent, and for the company’s gas 
utility is 5.95 per cent. 

It appears from the record herein 
that the revenues on the basis of exist- 
ing rates and expenses normalized for 
the test year ending August 31, 1953, 
of the electric, gas, and water utility 
departments of the company are: 




















Electric Gas Water 

Department Department Department 
... $10,113,605 $4,484,385 $127,235 
... $ 5,400,378 $2,828,828 $ 91,990 
-os | eOeeoay 251,499 13,056 
... 1,879,508 758,213 7,049 
.o+ $ 8317203, $3,838,540 $112,095 
... $ 1,796,402 $ 645,845 $ 15,140 
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Effective May 1, 1954, the charges 
to the company by Panhandle Eastern 
Pipe Line Company for gas resold in 
the Lincoln Division were reduced by 
order of the Federal Power Commis- 
sion. Such reduction for the test year 
amounts to approximately $66,500. 
The Purchased Gas Cost Adjustment 
rider as revised herein and set forth 
in Appendix “B” hereof [omitted 
herein] will make the proper adjust- 
ments in both operating revenue and 
operating revenue deductions to give 
effect to this reduction in charges to 
be paid by the company to Panhandle 
Eastern. 

It appears from the evidence in the 
case that the company’s estimated 
gross revenues for the test year under 
the proposed rates as filed by the com- 
pany for the electric utility department 


Meetrmated TEVERUED ...........0 600s ccicesccsccce 


Estimated revenue deductions: 


Operation and maintenance expense ......... 


Depreciation charges 


Taxes other than federal income tax ........ 


Federal income tax 
Total revenue deductions 


Estimated amounts available for return 


The change in gross revenues for 
the test year resulting from the appli- 
cation of the modified rates as com- 
pared with existing rates is estimated 
to be an increase of approximately 
$851,000 in the case of the electric 
department; a decrease of approxi- 
mately $48,000 in the case of the gas 
department; and an increase of ap- 
proximately $30,000 in the case of the 
water department. Such modifica- 
tions represent a reduction of approxi- 
mately $367,000 from aggregate in- 
crease of $1,201,000 that would have 
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would be approximately $11,082,000; 
for its gas utility department, approxi- 
mately $4,687,000; and for its water 
utility department, approximately 
$157,000. The estimated gross reve- 
nue under the company’s proposed 
rates for the electric and gas utility de- 
partments are excessive and should be 
reduced by $117,000 in the electric 
department, and after giving effect to 
the reduction in gas revenues result- 
ing from application of said Purchased 
Gas Cost Adjustment rider, $250,000 
in the gas department. On the basis 
of the revised gross revenues and the 
estimated revenue deductions, the 
amounts available for return for the 
test year under the modified rates 
established by this order are as fol- 
lows: 








Electric Gas Water 

Utility Utility Utility 
stent $10,965,000 $4,436,000 $157,000 
sah: 5,400,000 2,762,000 92,000 
er 1,037,000 251,000 13,000 
Lae 680, 249,000 2,000 
wey 1,653,000 522,000 20,000 
ene: $ 8,770,000 $3,784,000 $127,000 
..-.. $ 2,195,000 $ 652,000 $ 30,000 


resulted from the rates proposed by 
the company. 

There are certain unjust and un- 
reasonable provisions in some of the 
company’s proposed rate schedules as 
filed. Such objectionable provisions 
have been eliminated or otherwise cor- 
rected in the modified rates as set forth 
in Appendices “A” and “B” hereto 
attached and hereby made a part here- 
of [appendices omitted herein]. In 
addition to corrections for said unjust 
and unreasonable provisions, the rates 
set forth in Appendices “A” and “B” 


6 PUR 3d 





ILLINOIS COMMERCE COMMISSION 


will reduce the increased electric and 
gas revenues as proposed by the com- 
pany to levels hereinafter found to be 
just and reasonable. The proposed 
rates for water service filed by the 
company will not produce an excessive 
return upon the fair value of the water 
utility plant and will be allowed to be- 


the entire record herein, having ex- 
amined the rates set forth in the com- 
pany’s proposed schedules of rates for 
the electric, gas, and water utility de- 
partments, also having considered the 
briefs and arguments of counsel in 
this proceeding, and being fully ad- 
vised in the premises, is of the opinion 








come effective. and finds: [Formal findings based on 
The commission having considered foregoing discussion omitted. ] 





PENNSYLVANIA SUPREME COURT 


Emerald Coal & Coke Company 


Equitable om Company 


Republic Steel Corporation, Emerald Land Company, and 
W. J. Rainey, Inc., additional appellees 


— Pa —, 107 A2d 734 
September 27, 1954 


uIT by coal company for injunctive relief against storage of 
S natural gas beneath coal mining area; lower court’s tempo- 
rary injunction upheld. 


Interstate commerce, § 37 — Power of state court to enjoin storage of gas. 
1. A state court has jurisdiction to enjoin the storage of natural gas beneath 
a coal mining area, notwithstanding that the gas company is engaged in both 
intrastate and interstate commerce and is subject to regulation by both 
federal and state commissions, where such gas is brought in from outside 
the state and kept in storage for local distribution and sale, p. 118. 


Interstate commerce, § 37 — Natural gas — Storage — Local regulation. 
2. Natural gas in storage for distribution and sale within the state is 
subject to local regulation even though transported to storage facilities 
from outside the state, p. 118. 


Courts, § 19 — Conflicting commission power — Natural gas storage — Power 
to enjoin. 
3. The fact that facilities for the storage of natural gas for local distribu- 
tion and sale are subject to the state commission’s regulation and control 
does not deprive the court from granting injunctive relief against storing 
the gas in a manner which is dangerous to the lives and property of others, 
p. 119. 
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Service, § 214 — Abandonment — What constitutes — Cessation of storage of gas. 
4. The cessation of use of underground facilities for the storage of natural 
gas in compliance with an injunction does not constitute abandonment of 
such facilities, since such cessation is forced and is not the result of a 
voluntary, intentional act of a party having the facility, right, or power 


to relinquish it, p. 119. 


Injunction, § 54 — Parties — Lessor of land. 
5. The lessors of land used by a natural gas company to store gas for local 
distribution are not indispensable parties in a suit against the company to 
enjoin the storage of such gas directly beneath a coal mining area, since the 
outcome of the suit would not affect the rights and duties of the parties under 


the lease, p. 120. 


APPEARANCES: William H. Eck- 
ert, John T. Brown, John G. Bu- 
chanan, Jr., Harry W. Fawcett, 
Smith, Buchanan, Ingersoll, Rodewald 
& Eckert, Pittsburgh, W. Robert 
Thompson, John E. Baily, R. Wal- 
lace Maxwell, Waynesburg, for ap- 
pellant; Earl F. Reed, Charles M. 
Thorp, Jr., William C. O’Neil, Wil- 
liam D. Sutton, Frank J. Gaffney, 
Thorp, Reed & Armstrong, Pitts- 
burgh, Walter C. Montgomery, 
Waynesburg, for appellees. 


Before Stern, CJ., and Stearne, 
Jones, Bell, Musmanno, Arnold, JJ. 


ARNOLD, J.: This is a bill in equity 
brought by the plaintiffs to obtain in- 
junctive and other equitable relief 
against the defendant-appellant gas 
company, because of its storage of 
natural gas in strata directly underly- 
ing portions of plaintiffs’ active coal 
mining areas and mined-out or gob 
areas connected therewith. The gas 
is injected under pipeline pressure of 
980 pounds per square inch and the 
storage in question is known as the 
Pratt Pool. 

The complaint asserts, inter alia, 
that the plaintiffs operate two large 
electrically mechanized underground 
coal mines in Greene county, Pennsyl- 
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vania, which produce metallurgical 
coal for the steel industry ; that one of 
these mines has been existent since 
1902 and the other since 1921; that 
prior to the opening of said mines the 
natural gas which formerly had been 
present in the subterranean cavities 
beneath the coal seams had been 
largely removed and the pressure 
thereof reduced to a minimum; that 
the plaintiffs’ mining rights are 
superior in law to the storage rights 
subsequently acquired by the appellant- 
defendant ; that plaintiffs’ natural user 
of the land is being burdened and 
interfered with by the appellant-de- 
fendant’s artificial user through the 
storage of gas directly beneath the 
plaintiffs’ mines, and that this consti- 
tutes an illegal trespass; that the stor- 
age by appellant of large quantities of 
explosive gas, contained under a pres- 
sure of 700 pounds per square inch, 
places in jeopardy the lives of plain- 
tiffs’ employees and properties, and 
increases substantially the chance of 
mine explosions and fires; that among 
the particular hazards which the de- 
fendant’s operations have created are 
the risk of a coal-cutting machine bit- 
ing into the casing of an uncharted 
well connected with Pratt Pool and 
containing storage gas under high 
6 PUR 3d 
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pressure, the risk of gas rising up from 
the storage sands through and around 
the deteriorated casings of abandoned 
wells and thence into the mine work- 
ings, and the risk that during the re- 
peated surge of high-pressure gas, in- 
side the Pratt Pool and withdrawal 
wells, passing through the coal seams 
and other mine areas, a lethal amount 
of the gas is liable to escape into the 
mines. The plaintiffs pray for injunc- 
tive relief and such other relief as the 
chancellor might be warranted in 
granting. 

To the complaint the defendant files 
preliminary objections, but only eleven 
of these are germane to the present 
appeal, these raising the question of 
the jurisdiction of the court under the 
act of 1925, P.L. 23, 12 PS § 673. 

Defendant contends that the court 
of equity has no jurisdiction over these 
proceedings for three reasons: (1) 
that jurisdiction was conferred upon 
the Federal Power Commission by the 
Natural Gas Act of 1938, 15 USCA 
§717; or (2) that if the Federal 
Power Commission does not have said 
jurisdiction the same rests in the 
Pennsylvania Public Utility Commis- 
sion; or (3) that the plaintiffs cannot 
proceed without joining, as necessary 
parties-defendant, the lessors of the 
lands used for storage. 

[1] The defendant operates under 
authority of certificates of public con- 
venience and necessity issued by the 
Federal Power Commission and by 
the Pennsylvania Public Utility Com- 
mission. It does engage in the trans- 
portation and sale of gas in interstate 
commerce. It is denied by the plain- 
tiffs that gas from the Pratt Pool 
passes into interstate commerce. It 
is true that the defendant is subject 
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to the control and regulations of the 
Federal Power Commission and the 
Pennsylvania Public Utility Commis- 
sion. But none of these considerations 
can oust the jurisdiction of the court 
of equity under the circumstances of 
this case. We must therefore hold 
that the court has power to enter into 
the inquiry posed by the complaint, 
without regard to the control or reg- 
ulation exercisable by these adminis- 
trative agencies. “Congress meant to 
create a comprehensive scheme of reg- 
ulation which would be complemen- 
tary in its operation to that of the 
states, without any confusion of func- 
tions.” (Italics supplied.) Ohio Pub. 
Utilities Commission v. United Fuel 
Gas Co. (1943) 317 US 456, 467, 
46 PUR NS 257, 264, 87 L ed 396, 
63 S Ct 369, 375. Defendant does 
not question that equity has the power 
to grant the relief sought, but only 
contends that the jurisdiction has been 
lost by virtue of the two statutes. 


[2] Admitting that the gas which 
is stored in the Pratt Pool was trans- 
ported in interstate commerce, we must 
yet hold that once it has reached these 
facilities for storage it has come to 
rest and is then subject to local regula- 
tion. It is not stored solely as a 
step in further interstate transporta- 
tion or sale, but is thereafter trans- 
ported and sold in areas of this com- 
monwealth, when demands call for its 
use. The cases cited by the defend- 
ant to sustain its contention that this 
activity is interstate are not in point, 
for in those cases the facilities were 
solely temporary interruptions in the 
interstate commerce of the product. 
Here the storage is an essentially local 
aspect of its business. 

Moreover, the Natural Gas Act ex- 
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cludes the activity in question from 
that act. Section 1(b), Chap 556, 
52 Stat 821, 15 USCA §717(b) spe- 
cifically excludes from its application 
“the local distribution of natural gas 

the facilities used for such 
distribution . . . the .. . gath- 
ering of natural gas.” This language 
is plain and unambiguous and neces- 
sarily concludes any control by the 
Federal Power Commission over the 
facilities for storage, i.e., facilities for 
gathering and distributing gas locally. 
These are left to local regulation and 
control. Such facilities are not within 
the jurisdiction of the Federal Power 
Commission. See Federal Power 
Commission v. Panhandle Eastern 
Pipe Line Co. (1949) 337 US 498, 
81 PUR NS 161, 93 L ed 1499, 69 
S Ct 1251, and Connecticut Light & 
P. Co. v. Federal Power Commission 
(1945) 324 US 515, 58 PUR NS 
1, 89 L ed 1150, 65 S Ct 749. As to 
the effect of the company’s interstate 
activity in such cases upon the exemp- 
tions of the act, the Supreme Court 
held in Panhandle Eastern Pipe Line 
Co. v. Michigan Pub. Service Com- 
mission (1951) 341 US 329, 334, 
337, 89 PUR NS 1, 4, 6, 95 L ed 
993, 71 S Ct 777, 780, 781: “By this 
act Congress occupied only a part of 
the field. It does not follow 
that because appellant is engaged in 
interstate commerce it is free from 
state regulation or free to manage es- 
sentially local aspects of its business 
as it pleases.” To hold otherwise 
would be to nullify the whole provi- 
sion of the exemption—a result which 
cannot be sustained by reason or com- 
mon sense. 


[3] Nor does the Pennsylvania 
Public Utility Law of 1937, 66 PS 
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§ 1101 et seq., deprive the court of 
jurisdiction. The act states that un- 
less otherwise provided nothing con- 
tained therein “shall . . . abridge 
or impair any of the obligations, 
duties, or liabilities of any public 
utility, in equity or under 
the existing common or statutory law 
of the commonwealth [nor] 
in any way abridge or alter the existing 
rights of action or remedies in equity 
or under the common or statutory law 
of the commonwealth, it being the in- 
tention that the provisions of this act 
shall be cumulative and in addition to 
such rights of action and remedies.” 
66 PS §1357. (Italics supplied.) 
There is nothing in the act that ousts 
equity’s jurisdiction in this case, and 
there is no question that its jurisdic- 
tion is retained. Cf. Com. ex rel. Shu- 
maker v. New York & Pennsylvania 
Co. (1951) 367 Pa 40, 79 A2d 439; 
Pennsylvania R. Co. v. Puritan Coal 
Mining Co. (1915) 237 US 121, 59 
L ed 867, 35 S Ct 484. 


There is no question about equity’s 
jurisdiction generally to grant relief 
in this case because of the dangerous 
nature of the acts sought to be en- 
joined, and in the event of accidents, 
to avoid a multiplicity of suits. 
Equity has the right and power to 
determine the instant case. 


[4] Defendant contends that if the 
court is granted such power its decree 
can lead to a forced abandonment of 
its facilities, a result in the teeth of 
the provisions of the Natural Gas Act 
and of the Public Utility Law which 
provide that abandonment may be had 
only with the approval of the commis- 
sion. The answer to this is that there 
is no abandonment directed by the 
court at this stage of the proceedings. 
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Abandonment necessarily implies the 
voluntary or intentional act of the 
party having the facility, right or pow- 
er to relinquish it. Here, if the court 
should grant full injunctive relief, the 
cessation would be forced upon defend- 
ant. See Re Pearlman (1944) 348 
Pa 488, 35 A2d 418, 150 ALR 832. 
Furthermore, the court may grant re- 
lief short of what it particularly con- 
siders a cessation. See Meth v. Meth 
(1949) 360 Pa 623, 62 A2d 848. 

[5] Lastly, defendant contends 
that the lessors of lands in which it 
stores gas are indispensable parties- 
defendant in this proceeding, having 
leased the lands to the defendant for 
the purpose of the storage. It may be 
observed that nowhere in the com- 
plaint is any averment made that the 
lessors of the land have committed any 
tortious act against the plaintiffs,—nor 


have they. The present action is based 
upon a tortious “use” of the land by 
this defendant and in no wise attempts 
to attack anything creating the lease- 
hold. As pointed out by Judge Hook 
writing for the court below: “This 
case on its merits concerns solely the 
acts of the defendant, its lessors should 
not be considered indispensable parties 
to this proceeding.” Cf. Maxson v. 
McElhinney (1952) 370 Pa 622, 88 
A2d 747. The rights and duties of the 
defendant and its lessors remain neces- 
sarily as provided in the leases, regard- 
less of the outcome of this proceeding 
brought solely to determine whether 
the particular use of the lands by de- 
fendant constitutes a tortious act 
against the plaintiffs. 

Order affirmed, costs to abide the 
event. 





UNITED STATES COURT OF APPEALS, SEVENTH CIRCUIT 


Namekagon Hydro Company 


Federal Power Commission 


No. 11029 
216 F2d 509 
October 29, 1954 


EVIEW of Federal Power Commission order denying power 
R project license; order affirmed. For commission decision, 
see (1953) 1 PUR3d 514. 


Water, § 18.2 — Power project licenses — Recreational values. 
1. Recreational values are one of the benefits to be considered by the Federal 
Power Commission in passing upon an application for a power project 


license, p. 122. 
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NAMEKAGON HYDRO CO. v. F. P. C. 


Appeal and review, § 28.1 — Federal Power Commission orders — Power project 


licenses. 


2. The court, reviewing an order of the Federal Power Commission denying 
a power project license, considers the record as a whole to determine whether 
the findings are supported by substantial evidence, p. 122. 


Water, § 5 — Federal Power Commission authority — Denial of power project 


license. 


3. The Federal Power Commission has authority to deny an application for 
a power project license when certain conditions are not met, just as it has 
the power to grant a license when certain conditions are met, p. 124. 


APPEARANCES: Glen H. Bell, 
Madison, Wis., E. E. Omernik, 
Spooner, Wis., Robert M. Rieser, 
Charles P. Seibold, Madison, Wis., 
for petitioner; John C. Mason, Attor- 
ney, Willard W. Gatchell, General 
Counsel, Louis C. Kaplan, Joseph E. 
Hayden, Attorneys, Federal Power 
Commission, Washington, D. C., for 
respondent; Roy G. Tulane, Assistant 
Attorney General, of Wisconsin, Ver- 
non W. Thomson, Attorney General 
of Wisconsin, for intervenors; A. D. 
Sutherland, Fond du Lac, Wis., for 
Wisconsin Division of Izaak Walton 
League of America, Inc., amicus curi- 
ae; Fischer, Brunner & Strossenreuth- 
er, Shawano, Wis., amicus curiae. 


Before Duffy CJ., and Lindley and 
Swaim, CJ]. 


Durry, CJ.: This is a proceeding 
under § 313(b) of the Federal Power 
Act,? to review an order of the Federal 
Power Commission which denied the 
application of Namekagon Hydro 
Company for a license under the Fed- 
eral Power Act to construct a dam and 
hydroelectric project on the Name- 
kagon river in Washburn county, 
Wisconsin. The commission found 
that “the proposed project is not best 
adapted for beneficial public uses of 


the Namekagon river, including the 
use of the stream for recreational pur- 


poses.” [(1953) 1 PUR3d 514, 


Section 10(a) of the act® provides: 
“All licenses issued under [this Part] 
shall be on the following conditions: 
(a) That the project adopted, 
shall be such as in the judgment of the 
commission will be best adapted to a 
comprehensive plan for improving or 
developing a waterway or waterways 
for the use or benefit of interstate or 
foreign commerce, for the improve- 
ment and utilization of water-power 
development, and for other beneficial 
public uses, including recreational pur- 


” 


ae 


The Namekagon river is about 85 
miles in length, arises in Namekagon 
lake in Bayfield county, Wisconsin, 
and flows through portions of Bay- 
field, Sawyer, Washburn, and Burnett 
counties, and joins the St. Croix river 
near Riverside, Wisconsin, about 6 
miles east of the Wisconsin-Minnesota 
boundary. 

It is proposed to locate the hydro- 
electric project on the Namekagon 
river in Washburn county at a point 
about 12 miles upstream from where 
the Namekagon empties into the St. 
Croix river. The plan calls for a dam 





149 Stat 860, 16 USCA §79la et seq. 
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249 Stat 842, 16 USCA § 803(a). 
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and powerhouse operating under a 
head of 25 feet. A narrow reservoir 
would be created extending about 64 
miles upstream from the dam. The 
capacity of the proposed project would 
be 1500 kilowatts. 

Public hearings were held on the 
application for a license. The town of 
Chicog in Washburn county, the city 
of Spooner, officials of Washburn 
county, and the Trego Rod and Gun 
Club supported the application. The 
attorney general on behalf of the state 
of Wisconsin, the United States Fish 
and Wildlife Service, the Wisconsin 
division of the Izaak Walton League 
of America, and others opposed the 
application. The examiner made find- 
ings and recommended that the license 
be issued but the commission, after 
considering the briefs filed, and after 
hearing oral arguments, issued its or- 
der denying the license for the Name- 
kagon hydroelectric project. 

[1] As is often the case when an 
application is made for a license to 
build a power dam, a conflict of inter- 
ests is encountered. In the instant 
case the proposed project has engi- 
neering feasibility, the applicant is 
able to finance its construction, and 
the areas involved could make use of 
the power generated. Those located 
in the immediate area where the dam 
is proposed to be built are largely 
favorable to its construction. 


But Congress was aware that con- 
flicting interests would, in all likeli- 
hood, be encountered when it formu- 
lated the statutory guides to be found 
in § 10(a) of the act. Recreational 
values of a project are one of the bene- 
fits to be considered by the commis- 
sion. When Congress inserted the 
phrase “including recreational pur- 
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poses,” in the 1935 amendment to the 
act, it was stated in Senate Rep No. 
621, 74th Congress, Ist Sess, pages 
44, 45, “In keeping with the changes 
made by § 205, subsection (a) is 
amended to provide that as a condi- 
tion of the issuance of a license the 
project shall be such that, in the judg- 
ment of the commission will be best 
adapted to a comprehensive scheme 
‘for improving or developing a water- 
way or waterways for the use or bene- 
fit of interstate or foreign commerce’ 
instead of the more limited ‘for the 
purposes of navigation.’ It also adds 
to the other beneficial public uses to 
which the project may be adapted, an 
express provision that the commission 
may include consideration of recrea- 
tional purposes.” 

[2] Section 313(b) of the Federal 
Power Act provides that the findings 
of the commission, as to the facts, shall 
be conclusive if supported by substan- 
tial evidence. Furthermore, before 
the commission may issue a license 
under § 4(e) of the act it must find 
under § 10(a) of the act that the pro- 
posed project in the judgment of the 
commission, will be best adapted to a 
comprehensive plan, etc. Obviously, 
Congress left it to the judgment of the 
commission as to whether a proposed 
project meets the best plan test of 
§10(a). Our inquiry is, does the 
judgment of the commission as exer- 
cised have a rational basis in the evi- 
dence? Montana Power Co. v. Fed- 
eral Power Commission (CCA9th 
1940) 35 PUR NS 187, 112 F2d 371. 
In order to determine whether the 
findings of the commission are sup- 
ported by substantial evidence we shall 
examine the record and consider same 
as a whole. Universal Camera Corp. 
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v. National Labor Relations Board 
(1951) 340 US 474, 95 L ed 456, 71 
S Ct 456. 

For many years past the tourist 
business has been an important busi- 
ness activity in the state of Wiscon- 
sin. In the summer season many 
thousands of visitors come annually 
from various states to the northern 
part of Wisconsin to spend their vaca- 
tions and for recreation. The state 
of Wisconsin spends about $450,- 
000 a year in advertising and pub- 
licizing this resort and recreational 
area of the state. In those advertise- 
ments emphasis is laid on Wisconsin’s 
eight thousand lakes and its miles of 
fishing streams. Many tourists are 
attracted by the facilities for fishing 
and boating. 

At the time Wisconsin became a 
state there were nearly 10,000 miles 
of free-flowing rivers within its bor- 
ders. At the present time there are 
only 770 miles of such rivers left and 
the Wisconsin Conservation Commis- 
sion has endeavored to preserve them 
in their natural state. The lower 22 
miles of the Namekagon is one of 
those free-flowing rivers. 

The 22 miles of the Namekagon riv- 
er from Trego dam to its mouth is a 
beautiful stretch of water. The banks 
are, to a large extent, timbered with 
northern hardwoods and_ various 
species of pine. The river is accessible 
at a number of places to canoeists. 
The water in the river is uniformly 
shallow and the rapids are compara- 
tively gentle. On this stretch of the 
river canoeing is safe for children as 
well as for inexperienced adults. Dur- 
ing the summer season many groups 
of young people such as Boy Scouts, 
Girl Scouts, Future Farmers, and 4-H 
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Clubs have made canoe trips on this 
part of the river. Such trips could not 
very well be made after a dam had 
been installed as proposed in the appli- 
cation herein, because of the great 
difficulty which young people would 
encounter in portaging around the 
dam installation. 

The Namekagon river has had a 
national reputation for many years as 
one of the best small mouth black bass- 
fishing streams, and anglers have been 
attracted to the river from great dis- 
tances. A fast-flowing stream such 
as the Namekagon, where small mouth 
bass are propagated, furnishes the type 
of fishing that has always been highly 
esteemed, yet has been quite uncom- 
mon. However, as such habitat has 
become increasingly rare the bass- 
fishing situation in the Namekagon 
can be considered unique. 

But perhaps the uniqueness of the 
river is more apparent to those who 
take a float trip. Many of such per- 
sons are from urban centers and to see 
wildlife in a natural setting is a thrill 
indeed. Such a float trip is exciting 
as well as peaceful. Passing by heavily 
wooded banks on either side, with no 
noise or sound to be heard from high- 
ways or railroads, the canoeist has the 
illusion of being in a forest primeval, 
far from civilization. Each bend of 
the river is watched with anticipation 
for a deer may be seen on the bank, 
or, occasionally, a black bear scurry- 
ing for the timber. There are very 
few, if any, comparable stretches of 
river left in Wisconsin. A canoe trip 
on the Namekagon often calls for a 
repeat performance, one witness testi- 
fying that he had made 90 canoe trips 
thereon. 

Petitioner argues that after the dam 
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is constructed there will be formed a 
flowage 64 miles in length which 
would be suitable for both fishing and 
boating. But the commission had the 
right to consider that the elongated 
pond or reservoir thus formed would 
furnish boating and fishing quite com- 
parable to that in 85 other lakes with- 
in a 10-mile radius of the dam site, 
and that there would be nothing un- 
usual or unique about the body of 
water thus formed. 

Under § 10(a) of the act it was the 
commission’s responsibility to protect 
the public interest. The act requires 
that the commission exercise its judg- 
ment. We think there was substan- 
tial evidence and a rational basis for 
the commission’s finding of existing 
unique recreational value in the lower 
22-mile stretch of the Namekagon riv- 
er which should be preserved. The 
commission, in fact, decided that the 
unique recreational features of the 
river were of greater public benefit 
than the use of the river for water- 
power development. We think that 
the commission was well within its 
powers in determining that even at 
the expense of a relatively small water- 
power development, the unique and 
special recreational values of the lower 
22 miles of the Namekagon river 
should not be destroyed. Surely, this 
was not an arbitrary exercise of the 
commission’s judgment in view of the 
evidence in this record. We cannot 
say, within the limited scope of review 
open to us, that the commission’s 
findings are not warranted by the rec- 
ord. United States ex rel. Chapman 
v. Federal Power Commission (1953) 
345 US 153, 171,97 PUR NS 129, 97 
L ed 918, 73 S Ct 609. 

[3] Petitioner makes the further 
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point that the commission is without 
power to deny an application for a li- 
cense. Petitioner points to a clause 
in § 10(a) of the act, 16 USCA § 803 
a, ™. and if necessary in order 
to secure such plan the commission 
shall have authority to require the 
modification of any project and of the 
plans and specifications of the project 
works before approval.” 

As we understand petitioner’s argu- 
ment, it concedes that the commission 
might require repeated modifications 
of a project, but contends that it could 
never reach the point of denying the 
petition. The argument is ingenious, 
but we think it is without merit. To 
hold that the commission might insist 
upon modification in or amendments 
to a proposed project, but could, in no 
case, deny an application, might well 
bring about a regulatory impasse. 
Here, the project dam and flowage 
would destroy the very special and 
unique recreational features which the 
commission has determined that it was 
bound to protect in the public interest. 
No modification of the project short 
of its prohibition would serve the pub- 
lic interest. We think that it is a nec- 
essary corollary to the power of the 
commission to grant a license when 
certain conditions are met, that the 
commission has the right to deny such 
license for failure to comply. 

The Wisconsin Public Service Com- 
mission contends that the Namekagon 
river is not a navigable water of the 
United States and, therefore, the com- 
mission had no jurisdiction to grant a 
license to applicant. This contention 
is consistent with the position taken 
by the Public Service Commission of 
Wisconsin in State of Wisconsin v. 
Federal Power Commission (CA7th 
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NAMEKAGON HYDRO CO. v. F. P. C. 


1954) 5 PUR3d 510, 214 F2d 334, 
decided by this court July 2, 1954. 
However, under the authority of that 
decision, we hold that section of the 


Namekagon river, which would be 

affected by the project in question, is 

a navigable water of the United States. 
Affirmed. 





CALIFORNIA PUBLIC UTILITIES COMMISSION 


Re Bay Point Light & Power Company 


Decision No. 50686, Application No. 34959 
October 26, 1954 


PPLICATION by electric company for authority to increase 
A rates ; modified increase authorized. 


Return, § 87 — Electric company. 


An electric company was authorized to increase rates to produce a return 
of 6.9 per cent where increased operating cost and the loss of its largest 
customer had resulted in substantial reduction in revenues. 


APPEARANCES: Mrs. E. N. Van 
Winkle, President, by Roy A. Wehe, 
for applicant; R. W. Hollis, for the 
commission staff. 


By the ComMIssIon: 


Nature of Proceeding 

Bay Point Light and Power Com- 
pany, a California corporation, by the 
above-entitled application filed Decem- 
ber 14, 1953, and as amended Sep- 
tember 8, 1954, seeks an order of this 
commission authorizing increases in 
rates and charges for electric service 
rendered in Port Chicago, Clyde, and 
adjacent territories in Contra Costa 
county. 


Public Hearing 

A public hearing in the matter was 
held before examiner Emerson on 
September 8, 1954, at Port Chicago. 
Although due notice of the hearing 
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was given, only one customer of appli- 
cant attended the hearing. 


A pplicant’s Position and Request 

According to applicant, increasing 
costs of all elements of its operations 
during the past several years, together 
with the loss of its largest customer 
(U. S. Navy) during the year 1952, 
has so adversely affected its financial 
situation as to produce recorded losses 
of $1,978 in 1951, $6,214 in 1952, 
$9,362 in 1953, and an anticipated loss 
of approximately $4,670 for the year 
1954. 

Applicant proposes specific rate in- 
creases which, had they been in effect 
for the entire year 1954, it estimates 
would have produced a gross revenue 
increase of about $18,000 and a net 
revenue of about $9,000. Its basic 
request is that it be accorded rate re- 
lief sufficient to enable it to earn that 
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rate of return which would result from 
the establishment of its electric rates 
at the same level of rates charged for 
similar service in adjoining areas 
served by Pacific Gas and Electric 
Company. In this respect applicant 
points out that it has not increased 
its rates since 1920 and has in fact 
reduced its rates a number of times in 
succeeding years, thus keeping them 
on a parity with those of the larger 
utility. In recent years, however, 
rates in the surrounding areas have 
been increased while applicant’s rates 
have remained unchanged. 

On the average and based upon esti- 
mated 1954 usage, applicant’s pro- 
posed rates would increase present 
rates by the following percentages for 
the number of customers indicated. 
[Table omitted. ] 

All customers are served at reg- 
ularly filed rates except the Associ- 
ated Oil Company pumping plant 
which is served under special contract. 


A pplicant’s Operations 

The electric system supplying Port 
Chicago, Clyde, and surrounding areas 
had its beginning in 1907 when the 
townsite of Bay Point was laid out. 
Presently it serves about 735 cus- 
tomers although during World War 
II it had a greater number plus the 
U. S. Naval Ammunition Depot as 
its customers. Its energy require- 
ments are met by purchases from 
Pacific Gas and Electric Company at 
two substations having an aggregate 
transformer capacity of 3,000 kva. 
With loss of the Navy load applicant 
found that its requirements could be 
met by discontinuing one substation 
and now plans to retain only the 1,500- 
kva substation at Port Chicago. 


Results of Operations 

Applicant and the commission staff 
presented detailed exhibits and testi- 
mony respecting the results of appli- 
cant’s operations over the past few 
years together with estimates con- 








’ 
ceandior-esalons aie aate alle cerning the year 1954. These are 
chases of power from Pacific Gas and . 
‘ . summarized as follows: 
Electric Company have increased ap- 
proximately 24 per cent during the 
last four years. 
Present Rates 
Applicant CPUC Staff 
Recorded Recorded Adjusted Estimated Adjusted Estimated 
Item 1951 1952 1953 1954 1953 1954 
Operating Revenues ..... $119,334 $116,887 $81,065 $82,930 $81,254 $82,980 
Operating Expenses before 
Depreciation and Taxes 105,574 106,748 74,750 76,880 74,201 75,451 
Depreciation .......... 4,819 5,036 4,795 4,930 4,793 4,928 
ae ee 10,919 11,317 5,415 5,790 5,415 5,495 
Total Operating Ex- 
Se nae 121,312 123,101 84,960 87,600 84,409 85,874 
Net Revenues ........... (1,978) (6,214) (3,895) (4,670) (3,155) (2,894) 
Rate Base (depreciation) 64,600 66,530 73,790 78,340 74,397 80,812 
Rate of Return om loss loss loss loss loss loss 





(Red Figure) 
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Proposed Rates 

CPUC 

Applicant Staff 
Estimated Estimated 

Item 1954 1954 
Operating Revenues .... $100,860 $100,960 

Operating Expenses 
before Depreciation 


and Taxes ......... 76,880 75,451 
Depreciation ......... 4,930 4,928 
i 9,995 9,980 





Total Operating Ex- 
penses ......... 91,805 90,359 
Net Revenues ......... 9,055 10,601 
Rate Base (depreciation) 78,340 78,832 
Rate of Return ........ 11.6% 13.4% 


In many instances applicant’s and 
the staff’s detailed figures are identical. 
Differences respecting the year 1954 
are relatively few. 

Applicant and the staff are in agree- 
ment as to fixed capital. Rate base 
differences, however, occur primarily 
from the manner in which an allow- 
ance for working cash was computed. 
In this respect the staff included one- 
sixth of the annual charge for depre- 
ciation while applicant did not. We 
conclude the applicant’s computation 
is the more reasonable and, therefore, 
will adopt applicant’s depreciated rate 
base of $78,340 for the average year 
1954 for the purposes of this pro- 
ceeding. 

With respect to operating expenses, 
applicant and the staff differ essenti- 
ally only in two items: The first is 
that treatment to be accorded the labor 
charges resulting from applicant’s hav- 
ing to correct certain past construction 
in order to comply with commission’s 
rules for overhead line construction. 
In this matter we are of the opinion 
that the staff’s analysis and accounting 
are reasonable. The second difference 
concerns the amortization of the un- 
usual expenses attendant upon removal 
of the now no-longer-needed substa- 
tion. In this matter we shall accept 


applicant’s estimation and amortiza- 
tion period as reasonable. 


Conclusions 

Applicant has clearly demonstrated 
its need for and entitlement to in- 
creased revenues. However, the rate 
of return which would result from the 
electric rates proposed by applicant 
would be excessive. We shall author- 
ize a lesser increase than that sought 
by applicant. Based upon a rate of 
return of 6.9 per cent and an aver- 
age depreciated rate base of $78,340, 
which rate of return and rate base 
we hereby find to be reasonable, a 
gross revenue increase of $13,735 will 
be authorized. Results of operations 
under the rates hereinafter authorized, 
for the test year 1954, indicate the 
following : 


Results of Operations 
Authorized Rates 


Year 1954 
Item Authorized Rates 
Operating Revenues ........... $96,395 
Total Operating Expenses ...... 91,000 
PGCE INEVOTINE ic 2 oo. os ee cern 5,395 
ERIM oo 25.5.5 5s cae 78,340 
Rateof Return... ...... 2. aes: 6.9% 


Authorized Rates 

The rates hereinafter authorized 
will produce the following increases, 
percentagewise, for the rate schedules 
listed. We find such increases to be 
justified. 


Schedule 
Per Cent 

Old New Description Increase 
D-1 D=1 Domestic ......:........ 19.8% 
D-2 D-2 Domestic (rural) ....... 20.6 
L-1 A-1 Commercial lighting .... 15.7 
L-2 A-2 Commercial lighting 

oC \ Ce: eee 14.9 
L-3 LS Street-lighting.........- 12.1 
C-1 H-1 Commercial heating ..... 15.4 
C-3 A-3 Commercial power ...... 17.7 
P-1 P-1 Power service .......... 17.3 
P-2 P-2 Power service, demand 

RIS oo na erties 12.4 


P-1 P-1 Special contract power ... 14.8 
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Exhibit No. 3 in this proceeding 
is a copy of a power contract between 
applicant and Associated Oil Com- 
pany, dated July 11, 1927. Applicant 
proposed to increase the rates now 
charged under such contract by 20 
per cent. The contract, however, 
states that “The price at which all 
electric energy hereunder shall be sold 
and delivered to and paid for by the 
consumer shall be as prescribed in 
Schedule P-1, filed with the California 


State Railroad Commission and read- 
ing as follows:” There then follows 
an excerpt from said schedule as it 
existed in 1927. The contract con- 
tinues in force until terminated by 
six months’ notice by either party. 
In view of the evidence we shall au- 
thorize applicant to bill Associated Oil 
Company at the charges contained in 
the new Schedule P-1 authorized 
herein. [Order omitted. ] 
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REMARKABLE DEVELOPMENT 
by DELTA-STAR! 


Spring-loaded 
clamping assures 
air-tight seal 















Telescoping 
covers for simple, quick 
inspection \ 
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No longitudinal 
gaskets — gasketing 
reduced by 50% 
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Metal enclosed isolated phase bus 
structures with telescoping covers 


Here’s Delta-Star’s new engineering achievement in metal 
enclosed bus structures! New design permits easy, economical 
installation. New telescoping covers save time and money on inspec- 
tion and maintenance. 

Installation is simplified by eliminating all bolted covers. Instead, 
telescoping covers are clamped in position and locked with two screws. 
Longitudinal sections 6 to 8 ft. long can be pre-assembled and shipped 
in lengths as large as your facilities can handle. Pre-assembled conduc- Clamping rings aMin: recdy: for 
tor joints are pre-welded. Corners and tees are shipped complete with teleseouhad EEE. moved. 
bus and insulators. There are no longitudinal gaskets to cut and install. 

With telescoping covers, bus sections can easily be inspected, 
without tools. Simply remove two nuts which lock the clamping rings 
in position, then slide the telescoping cover out of the way. This opens 
a 2%: ft. area. When cover is closed, toggle clamps with compression 
springs maintain pressure. All sections are one piece and tubular in 
cross section. Thus they offer maximum strength against both internal 
and external pressures. Circular gaskets are fully trapped and self- 
seating —sealing out the elements, moisture and dust. 

For complete information, talk to your Delta-Star representative. 
Or, write for Bulletin B. 


For the best in high voltage electrical equipment —specify DELTA-STAR 


DELTA-STAR ELECTRIC DIVISION 


HKD H. K. PORTER COMPANY, INC. 


OF PITTSBURGH 


2437 Fulton Street + Chicago 12, Illinois 
District Offices in Principal Cities 





Bus structure sealed, with clamping 
rings securely locked in position. 


Cover slid back, open for bus inspection 


Opening accomplished in 30 seconds! 
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M4. &. PORTER COMPaNT, HC. 
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What... where... is your power plant problem? 








JERNSGAMANSE AWALD 


CONSTRUCTION BUDGET 






FINANCIAL STRUCTURE | 








LOAD FORECAST 





‘Get our booklet 
no obligation 
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if you can use... 


© Consulting Engineering and Power 
Plant Design Service . . - 

@ Financial Advisory Service . .. 

© Stock Transfer and Dividend 
Disbursement Service .. . 

© Purchasing and Expediting 
Service ... 

@ Insurance, Rate, Accounting and 
Tax Advisory Service... 

© Forecast, Load Study and Per- 
formance Analysis Service . . 
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Pioneer Service & Engineering Co 


231 South LaSalle Street’ - Chicago, Illinois 
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No. Illinois Gas Has 
$60,000,000 Program 


NORTHERN Illinois Gas Company 
expects to spend an estimated $60,- 
000,000 for necessary construction 
work during the next four years, it 
was announced recently by Marvin 
Chandler, president. Approximately 
$16,000,000 will be spent this year, 
which is an increase of nearly $2,- 
000,000 over 1954 expenditures. 





Harry A. Kuljian Selected 
"Engineer of 1954" 


|}A PROMINENT Professional En- 
\ |gineer, Harry A. Kuljian, president 
of The Kuljian Corporation of Phila- 
delphia, was recently nominated by 
j the “Engineers’ Week” Committee of 
the Pennsylvania Society of Profes- 
sional Engineers as the “Engineer of 
1954.” 

Tobias Koch, chairman of the “En- 
gineers’ Week” Committee, stated 
that Mr. Kuljian will be cited for out- 
standing engineering achievements as 
a consultant, designer, and engineer- 
builder of world-wide stature. 
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21st Annual EEI Sales Conference 
Scheduled for March 28-3! 


THE 21st Annual Sales Conference 
of Edison Electric Institute will be 
held March 28-31, 1955 at the Edge- 
water Beach hotel in Chicago, it was 
announced by O. R. Doerr, chairman 
of the commercial division executive 
committee of EFI and vice president 
of Pacific Gas and Electric Company. 
More than 1,000 top-level sales exec- 
utives of the electric light and power 
industry are expected to attend the 
Conference which takes on added im- 
(3.0, portance with the anticipated keen- 
ness of competitive selling in 1955. 














Home Service meeting at which the 
responsibilities of the Home Service 
worker in the selling of electricity 
will be discussed. Meetings of the 
EEI Commercial Division’s twenty 
committees will also be held Monday. 
On Tuesday, March 29th, four con- 
current group meetings covering sell- 
ing in the four major markets—com- 
mercial, farm, industrial and residen- 
tial—will be held. 

The General Sessions will be held 
Wednesday, March 30th, and Thurs- 
day morning, March 3lst, with care- 
fully selected speakers from the elec- 
trical and allied industries surveying 
the general business and economic 
conditions and covering the subjects 
of lighting for all markets, air condi- 
tioning, wiring, and appliance manu- 
facture. 





Kuhlman Appoints Western 
Sales Manager 
WALTER H. THOMPSON has 
been appointed sales manager of 
Kuhlman Electric Company’s west- 
ern transformer division. He will 





Industrial Progress 


represent Kuhlman in the eleven 
western states and the [‘] Paso area 
of Texas. 

According to the announcement, 
Mr. Thompson has had many years 
of successful experience in contacting 
electrical utilities in the West, has ex- 
tensive knowledge of electric opera- 
tions, and a wide acquaintanceship 
among operating and management 
personnel. His office is located at 870 
Tennessee street, San Francisco, Cali- 
fornia. 


Niagara Mohawk Plans 
$30,000,000 Unit 
THE board of directors of the Niag- 
ara Mohawk Power Corporation re- 
cently announced plans for “the im- 
mediate construction” of what it 
termed the largest steam-electric gen- 
erating unit in the state. The an- 
nouncement was made by Earle J. 
Machold, president. Mr. Machold said 
the new 200,000 kilowatt unit, costing 
approximately $30,000,000, would be 
installed in the company’s steam-elec- 


(Continued on page 28) 

















Security 


Common Stock ........ 


TEXAS EASTERN 


SHREVEPORT, 





Common and Preferred Dividend Notice 


January 26, 1955 
The Board of Directors of the Company has declared 
the following quarterly dividends, all payable on 
March 1, 1955, to stockholders of record at close of 
business February 4, 1955: 


Preferred Stock, 5.50% First Preferred Series $1.37 
Preferred Stock, 4.75% Convertible Series. .. .$1.1834 
Preferred Stock, 4.50°/ Convertible Series 


LOUISIANA 


Amount 
per Share 


.. $1124 
RE =. 


G ony Soret 
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nois| The Conference will begin Mon- 
day, March 28th, with a full day 
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UTILITY 


means Useful 





Public utilities are indeed well named—and through 

both expansion and research America’s utility 

companies are making their service still more useful, 

in more ways, to more and more people all the time. 
Utility expansion and research require sound financing. 
It is in this connection that Guaranty Trust Company 
has demonstrated its own usefulness to the utility industry 
for many years. 


The officers of our Public Utilities Division put at the 
disposal of utility executives a thorough knowledge 
of utility financing in all its phases. 


Guaranty Trust Company 


of New Yor k Capital Funds $395,000,000 


140 Broadway, New York 15 


Madison Ave. at 60th St. 40 Rockefeller Plaza 
New York 36 New York 21 New York 20 


LONDON: 32 Lombard St.. E.C. 3 Bush House, Aldwych, W.C. 2 
PARIS: 4 Place de la Concorde BRUSSELS: 27 Avenue des Arts 


Member Federal Deposit Insurance Corporation 


Fifth Ave. at 44th St. 


INDUSTRIAL PROGRESS 
(Continued ) 


| tric station in suburban Tonawanda, 

The new construction will bring 
the Niagara Mohawk’s total electric 
generating capacity to 3,277,000 kilo- 
watts, Mr. Machold said. 


$10,000,000 Expansion of Utah 
Telephone Facilities Proposed 


MOUNTAIN States Telephone & 
Telegraph Company will spend $10, 
000,000 on expansion of facilities 
in Utah during 1955. Eric C. Asberg, 
general manager of MST&T for 
Utah, said the program represents 
the largest annual expenditure by the 
company in Utah history. 

| Included in the program is the com- 
| pletion of the $3,000,000 dial system 
for the Orem-Springville-Provo area 
in Utah county, central Utah, expect: 
| ed to be finished on April 17. Also 
scheduled for completion is the dial 
system in the Salt Lake City metro- 
| politan district. 





Ebasco Services Announces 

| New Appointments 

I. C. GARDNER, president of Ebas- 
| co Services Incorporated, has an- 
nounced the appointments of A. T. 
Larned as consulting civil engineer, 
C. C. Bonin as chief civil engineer, 
| and A. C. Clogher as an associate con- 
| sulting engineer of the engineering, 
construction and business consulting 
| firm. 

Mr. Larned joined the organiza- 
tion in 1912 as a designer and check- 
er, working on foundations for hydro- 
electric stations, steam stations, trans- 
mission lines and substations. Shortly 
he was promoted to assistant hy- 
draulic engineer, supervising the de- 
sign of hydro stations and founda- 
tions. In 1933 he was made chief civil 
engineer in charge of all design for 
| hydroelectric stations, foundations 
| and structures for steam stations and 
other electric and gas utility facilities 
also site locations and special investi- 
gations. 

Mr. Bonin joined Ebasco in 193 
as a civil engineer on plant design and 
operating studies of electric utility 
systems. For three years he was hy- 
draulic engineer on Ebasco’s codrdi- 
nating staff assigned to the organiza- 
tion and operation of the Northwest 
Power Pool. Several investigations 
and reports covering proposed new 
projects were completed under his di- 
rection, among which was a field sur- 
vey and report on the hydroelectric 
potentialities in Thailand. There fol 
lowed a period when he was project 


(Continued on page 30) 





PUBLIC UTILITIES FORTNIGHTLY—FEBRUARY 17, 19% 


XUM 





377 IDEAS 











‘anda, 

bring 
slectrl From Power Salesmen 

~ e e 

0 kilo- Answering This Memo 

Utah 
osed 
one & 
1 $10, 
cilities INDUSTRY 
\sberg, 
T for The national magazine picturing ways to make production go up . . . costs down 
resents 

by the B. J. MARTIN & CO. 20 NO. WACKER DR. 

: CHICAGO 6, ILL. TEL. CEntral 6-7150 
e com- ———— , 31 December, 195) 
system wees 7 
‘O area Gers rue Hear To THE Vita Spor” 
“x pect: Here is a hot idea, given us by Frank E, Wiatt, 
»* Chairman of the Industrial Sales Methods’ and 
- 4A1S0 Development Committee, of the Industrial Power 
1e dial and Heating Group, Edison Electric Institute. 
metro- This great idea was, as we said, handed to us; 

from now on it is, for hotter or cooler, 
Electrified Industry's baby. 

ces We are to run a national contest among power 





company people for a theme or slogan to be 
used by the industry in direct mail and other 
 Ebas- promotion of sheathed electric heaters. 

Send yours int To us. 


























iS an- To win $250 a power man needs only to 
A. T. send in a slogan or theme that seems 
rineer Cartoon at right should show Reddy with best to a group of neutral and upright 
= 4 a cartridge heater. Cartoon below is judges next fall. : 
7ineer, from Janmary '55 E. I. Give us your = 
fe con- slogan -- no cartoon is needed. Meanwhile every idea that is worth con- 
-erin sidering gets a five dollar 
‘ Iti 8 v prize right now and is in 
sulting line for the big prize late 
/  e in 'SS, 
raniZa No: / My bose A contest, 30 years ago, 
check- You do not H \ was won with the throb: 
hydro- build afire | Ny | “Investigate Electric Heat.” 
; \ of 

trans Pg it \. = i } Surely you can do as well. 
shortly S ; Have all your men send in 
it hv- ie their themes for promoting 

ree wae the use of sheathed electric 
he de- 2 a \A V7 heaters. $5 right away -- 
yunda- eS maa ove: = $250 for the winner. 
f civil 
xn for 
Pe Hast: 
lations Yes / as wv. 
is and urr Martin 
‘ilities, You order 
ivesti- electric heaters 

by phone 
1 1938 
mand 
utility 
as hy- These ideas will help sell more electric power. They'll im- 
oordi- prove power companies’ net revenue. Just ask your power 
sve sales people—they'll know how Electrified Industry makes 
we 

atic money for you. 


sie dh B. J. MARTIN & CO. 


d sur 20 NO. WACKER DRIVE 
i CHICAGO 6, ILLINOIS 
roject 
17, 1998 














Repair cost = => ¢ per foot on 
120,000 feet of extension work 


CENTRAL ELECTRIC & GAS CO., 
Lincoln, Neb. with their Cleveland 
“Baby Digger” consistently dig an 
average of about 200 feet of trench 
per hour ...a good production 
average on gas extension projects 
where numerous line obstacles are 
encountered both above and below 
ground. 


Their Cleveland, shown above 
working easily along the edge of a 
lawn, recently completed more than 
600 hours of trench digging—about 
a half year’s work on use of this 
kind — with no need of repairs or 
parts replacement due to wear, or 
maintenance of any kind except 
normal lubrication and fueling. 
(One shaft was broken by improper 
sprocket installation during the 
regular operator’s vacation, at a cost 


of $28.) 


Performance like this— plus com- 
pactness and maneuverability, big 
capacity, and dependability in turn- 
ing out high daily footage regard- 
less of soil and weather conditions 
—goes a long way toward explain- 
ing why Cleveland “Baby Diggers” 
have been the gas industry’s choice 
in trenchers for well over 30 years. 





Fast moving, too!... Cleveland “Baby 
Diggers” hustle safely from job to job... 
at legal speed limits... because they 
are so easily portable on fast loading 
Cleveland trailers. 


Write for Full Line CLEVELAND Bulletin or see your Local Distributor 


THE CLEVELAND TRENCHER COMPANY « 20100 St. Clair Ave., Cleveland 17, Ohio — 








CLEVELAND 
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| INDUSTRIAL PROGRESS 
| (Continued) 


| engineer, supervising the design of 
| dams, hydro plants and foundations, 
'In 1950 Ebasco assigned him to 
| Japan, and in 1951 he was made proj- 
| ect manager for Ebasco in connection 
| with work being performed by Over- 

seas Consultants, Inc. In that capacity 
| he, with other Ebasco engineers, 
| were consulted on fifty-six hydro 
| projects in Japan, resulting in recom- 
mendations covering changes in basic 
Japanese designs, introduction of 
more modern practices and economic 
methods, also the introduction of new 
types of structures never before at- 
tempted in the Orient. Mr. Bonin re- 
| cently returned to the U. S. to under- 
take his new duties as Chief Civil En- 
gineer in charge of all civil, hydraulic 
and structural design. 

Mr. Clogher has been with Ebasco 
since 1909. He has held the positions 
of hydraulic Engineer, chief civil en- 
| gineer and general engineer. Since 
| 1940 he has been consulting civil en- 
| gineer. His association with the com- 
| pany embraces forty-six years. The 
varied experience of Mr. Clogher has 
included all types of design and opera- 
| tion of hydro and steam electric sta- 
| tions. 


| Atlantic City Electric Dedicates 
New Turbo-Generating Unit 


ATLANTIC City Electric Company 
added 75,000 kilowatts to its electric 
system recently when company direc- 
tors and officers officially dedicated 
| its newest and largest turbo-generat- 
ing unit at Deepwater Station near 
Salem, N. J. The new addition which 
represents an investment of more 
than $13,000,000, raises the company’s 
| generating name-plate capacity to 
| 318,000 kilowatts. 





Management Conference to 
Deal With Commercial Use 


| Of Electronic Equipment 


| THE first national conference to deal 
| exclusively with the commercial ap- 
| plications of general-purpose elec- 
tronic equipment will be conducted by 
| the American Management Associa- 
tion at the Hotel Statler in New York 
City—February 28-March 2. It is ex- 
pected that more than 1,000 office, fi- 
nancial, personnel, insurance, and top 
management executives from all 
parts of the country will attend. 
According to an announcement, 
| speakers at the three-day meeting will 
| cover the entire range of thinking 
| about planning and operation of elec- 
| tronic computers for commercial use. 
The program will include compara- 


(Continued on page 32) 
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INDUSTRIAL PROGRESS—( Continued ) 


tive analyses of the equipment that is 
available ; descriptions of how to set 
up preparatory programs and make 
application surveys and _ feasibility 
studies; discussion of programming 
problems and costs; and case studies 
of specific applications of the princi- 
pal machines now in use. 

Combined with the conference will 
be a concurrent exhibit of electronic 
data-processing equipment. Computer 
manufacturers will show general-pur- 
pose machines and input and output 
machines, including the specific equip- 
ment discussed in the applications ses- 
sions of the conference. 


Sollitt Construction to Build 
225,000 KW Unit for Ohio Power 
CONTRACT for the building con- 


struction to house a new 225,000-kilo- 
watt steam-electric generating unit at 
Ohio Power Company’s Muskingum 
river plant at Beverly, Ohio, has been 
awarded to Sollitt Construction Com- 
pany, South Bend, Indiana. 

It is expected that the new unit, 
which will cost $29,600,000, will be 
completed late in 1956. Upon comple- 
tion of the unit, Muskingum river 
plant will have a total generating ca- 
pability of 655,000 kilowatts—highest 
of any plant on the seven-state Ameri- 
can Gas and Electric System. 

Awarding of contracts for the ma- 
jor equipment for the unit also was 
announced recently. General Electric 
Company will furnish the turbo-gen- 
erator and Babcock & Wilcox Com- 
pany will supply the boiler. 


New Pengo Machine for Stringing 
Power Line Conductors 
Under Tension 
THE Pengo Tension Wire Stringer 
for stringing overhead power line 
conductors under tension has been an- 
nounced by the Petersen Engineering 

Company. 

The manufacturer is in production 
on model 5000 for all size conductors 
up to 556 MCM and model 6000 for 
all other sizes up to 954 MCM. Two 
additional larger size units are in the 
design stage. In application, the reels 
are placed in a cradle of hard rubber 
tire rollers, which are provided with 
brakes sufficient to keep the conductor 
from becoming slack between the reel 
and the first bull wheel. The conductor 
follows the multigrooves on the alumi- 
num bull wheels which are Noeprene 
lined. After the proper number of 
turns around the two bull wheels the 
conductor pays out to the overhead 
line under tension. Both bull wheels 
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are provided with standard disc brakes 
which furnish the braking power to 
keep the conductor under controlled 
tension at all times. 

The manufacturer claims that one 
man can easily control the brakes on 
up to four reels simultaneously. Only 
one man, generally the foreman who 
in most instances will be talking to his 
sub-foreman by radio a great distance 
away, is needed at the reel end of the 
line. 

The manufacturer further claims 
that power companies using the new 
Pengo Tension Wire Stringer are 
stringing in their conductors under 
proper tension, so that when the first 
dead end pole is reached, the reel 
tender cinches up the brakes holding 
the conductor in its exact position. 
Conductors are then dead ended at the 
other end so that no additional sag- 
ging is necessary—after which the 
lines are tied in. 

The manufacturer also claims that 
this equipment was originally de- 
signed for stringing wires over the 
top of energized lines. Actual use 
shows that the cost of stringing con- 
ductors has been so greatly reduced 
that it is anticipated this equipment 
will be used for all wire stringing op- 
erations. 

Additional information is available 
from the Petersen Engineering Com- 
pany, Manufacturers, Santa Clara, 
California. 


$106,000,000 Program 


Planned by Alabama Power 
DURING 1954 the Alabama Power 
Company spent $34,000,000 for addi- 
tions and improvements. During the 
year, the company built 100 miles of 
urban distribution line, 525 miles of 
rural distribution line, and 267 miles 
of high voltage transmission line. It 
enlarged 41 distribution substations 
and built 22 new ones. One new trans- 
mission substation was built in Bir- 
mingham and two started in 1953 at 
Montgomery and Attalla were com- 
pleted in 1954. Thirteen transmission 
substations were enlarged. Barry 
steam plant near Mobile was com- 
pleted, and work progressed on the 
eighth generating unit at Gorgas. 

The total number of customers 
served at year end increased 16,500 
over a year ago to make a total of 
537,500. Total retail value of electrical 
appliances sold in the Company’s 
service area by all outlets during the 
year is estimated to be $65,000,000. 
The number of heat pumps sold dur- 
ing the year was as great as in the 


preceding two years combined. Kilo- 
watthour sales for all purposes, total- 
ing around six billion, were greater 
than in 1953 by about four per cent. 

According to L. M. Smith, presi- 
dent, the company has scheduled 
$106,000,000 for investment in fur- 
ther enlargements and improvements 
during the next three years. 


$140,000,000 Expansion Set 
By Central & South West System 


ANTICIPATED continued growth 
in the System’s load will require fur- 
ther heavy construction of new facili- 
ties during the next two years, accord- 
ing to Central and South West Cor- 
poration. The program is expected to 
cost in excess of $140,000,000, in- 
cluding $55,000,000 for the installa- 
tion of 430,000 kilowatts of new capa- 
bility and preliminary outlays for fur- 
ther additional capacity. Total System 
capability, including firm power un- 
der contract, will approximate 1,730,- 
000 kilowatts at the close of 1956, an 
increase of 28 per cent in two years. 


Condensing and Noncondensing 
Applications for Turbine- 
Generators Covered in 


G-E Booklet 
GENERAL Electric Company tur- 
bine-generators, rated from 2,500- 
kilowatts to 40,000-kilowatts, are de- 
scribed in a new booklet designated 
GEA-3277C. Condensing and non- 
condensing applications for electric 
utilities and industrial plants as well 
as special turbine applications are 
covered in the new publication. 

Cross-sections, schematic drawings, 
and numerous close-up and installa- 
tion photographs describe applica+ 
tions and features of straight condens- 
ing and noncondensing steam tur- 
bines. Also detailed are condensing 
and noncondensing single and double- 
automatic - extraction, condensing 
double flow exhaust, and triple-auto- 
matic-extraction units. 

Operation of the governing system, 
valve gears, ventilating and cooling 
systems, modifications of the basic 
standard design to meet special cus- 
tomer requirements, and design and 
manufacturing features are among 
the major subjects discussed. Dia- 
grams explain the procedure for esti- 
mating approximate steam rates for 
both condensing and noncondensing 
turbines. 

The two-color, 54-page booklet can 
be obtained from the General Electric 
Company, Schenectady 5, N. Y. 
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Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 
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Important Announcement... 
Effective with the January 7, 1955 issue of the 
P.U.R. Executive Information Service 


Weekly Letter on Utilities No. 1097—a separate and distinct feature 
was added in the form of a special supplement devoted to... . 


Atomie Energy Commission 
(AEC) Developments 


in the field of regulation and allied topics. 


This supplement is the first of a series of special bulletins that will be issued period- 
ically with these Weekly Letters. 


Send in your subscription today for the P.U.R. Executive Information Service (Weekly 
Letter on Utilities) at $12.50 per quarter, and receive the initial AEC Developments File 
and subsequent AEC bulletins as issued . . . FREE! 


P.U.R. EXECUTIVE INFORMATION SERVICE 


309 MUNSEY BUILDING WASHINGTON 4, D. C. 














P.U.R. QUESTION SHEETS 


an educational Opportunity 


With the least possible expenditure of time, effort and money, utility ex- 
ecutives, lawyers, accountants, engineers and others interested in any phase 
of public utility regulation can keep well informed through these brief, four- 


page leaflets issued every two weeks. 


They consist of 10 questions and 10 authoritative answers based on current 
decisions revealing court and commission views pro and con. Annual subscrip- 


tion $10. 


Send your order to 


Public Utilities Reports, Inc., 
Munsey Building, Washington 4, D. C. 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » >» 





Tue American Appraisat Company 
ORIGINAL COST STUDIES e VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 
Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 
28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 











fv % Standby 
® % Augmentation 


% 100% Town Supply 


Design « Engineering ¢ Construction 





PROPANE PLANTS 


DRAKE & TOWNSEN 1D) 11 WEST 42ND STREET NEW YORK 36, Be 


ce € © 8 © o 





THE FLUOR CORPORATION, LTD. 


Engineers * Constructors * Manufacturers 
LOS ANGELES 22, CALIFORNIA 
Builders of steam generating and hydro-electric power plants 
New York ¢ Chicago e Houston © San Francisco ¢ Tulsa ¢ Philadelphia e Toronto e Calgary « Denver 
Associated with SINGMASTER & BREYER, INC., New York City, N.Y. 
H. G. ACRES COMPANY, LTD., Niagara Falls, Ontario 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





ford, Bacon & Davis 


VALUATION En i CONSTRUCTION 
REPORTS Gine RATE CASES 
NEW YORK e@ CHICAGO e LOS ANGELES 











GIBBS & HILL Iwno. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK—LOS ANGELES 
INDIANAPOLIS—SAN ANTONIO 











GILBERT ASSOCIATES, INC. 


ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
READING, PA. 


@ WASHINGTON @ PHILADELPHIA @ NEW YORK 





FOUNDED 1906 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Stud:es 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street e CHICAGO e Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 











GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 











Mention the FortNIGHTLY—I/t identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 














JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting uirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 

y DETERMINATION 











The uljia n lopovalion 


ENGINEERS ° CONSTRUCTORS 





POWER PLANT SPECIALISTS 


DESIGN « CONSTRUCTION ¢ MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 


NOROTON, CONNECTICUT 


pom Utility Management Consultants Specializing in REGULATORY 
WATER ~ COST ANALYSIS Municteal 


for past 35 years 
Send for brochure: ''The Value of Cost Analysis to Management"’ 

















N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 











MIDDLE WEST SERVICE COMPANY 


Business and Engineering Gonsultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS 





Organization ¢ Corporate Practices * A ting * Budgeting * Fi ing * Taxes * Stock Transfer « A i E ii 
Analysis ¢ Cost of Money Studies * Depreciation Studies * Engineering * System Planning * sneearrrat ae New Business ies Pricing 
Seles and Marketing © Safety * Insurance * Pensions * Employee Welfare * Public Rel © Industrial Relations 














20 NORTH WACKER DRIVE « CHICAGO 64, ILLINOIS 
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PROFESSIONAL DIRECTORY (continued) 


Pioneer Service & Engineering Co. 












SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET 













‘ a Complete Services for Gas 
Industry’s > and Electric Utilities * Designing 
Partner J. F. Pritchard & Co. e Engineering « Construction 
¢ Alterations * Expansions 
for Progress telah o SE evn eene ¢ Modernization « Surveys Plans 
<a ¢ Piping * Equipment * Steam 











or Diesel Power Plants 


6 Dept. 415, 210 W. 10th St., Kansas City 5, Mo. 





SANDERSON & PORTER 
ENGINEERS & 


AND 
CONSTRUCTORS 











Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utslisies—Industrials 
Studies—Reports—Design—Supervision 





Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 
Publishers of the 35-year-old 


DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
meee 
REPORTS — VALUATIONS Colaeaadien ther Movil 


Including Hydro-Electric Properties 


1304 ST. PAUL STREET BALTIMORE 2, MARYLAND: 











Mention the FortNIGHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (concluded) 





Abrams Aerial Survey Corporation 


PHOTOGRAMMETRIC ENGINEERS FOR MORE THAN A 
THIRD OF A CENTURY 
Aerial Photography — Atlas Sheets — Mosaics — 
Plan and Topographic Mabs — Profiles — Infra-red 
Photography — Photo-interpretation Instruments 


614 E. Shiawassee St. Lansing, Michigan 











LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE ST., CHICAGO 

















EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 

Original Cost Studies 


910 Electric Building Indianapolis, Ind. 











LUTZ & MAY 


Consulting Hngineers 


STEAM, ge & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 














ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 


for the GAS INDUSTRY 














MINER AND MINER 
CONSULTING ENGINEERS 














fee. Be Gl oy. mt mo) INCORPORATED 
GAS AND SERVICE CO. 
327 So. LaSalle St., Chicago 4, HL GREELEY COLORADO 
GANNETT FLEMING CORDDRY AND CARPENTER, INC. A. S. SCHULMAN ELEctTRIC Co. 


ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Invesigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 











Electrical Contracting Engineers 


TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COMMERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 











FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SOUTH MICHIGAN AVENUE, CHICAGO 











SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














JACKSON & MORELAND 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORE 








Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 











Mention the FortNIGHTLY—It identifies your inquiry 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


Abrams Aerial Survey Corporation 
*Allen & Company ...... Be ee 
Allis-Chalmers Manufacturing Company rere mere, | || 
American Appraisal Company, The 
*American Telephone & Telegraph oye OA yee 
*Analysts Journal, The 


B 
Babcock & Wilcox Company, The ..................- 4.5 
Black & Veatch, Consulting Engineers ......... ...... 35 
NIN EDN 55 25 3.5 :aw bo wasn Gwe wso:e% 
ee eer eee 
Boddy, Benjamin and Woodhouse, Ve Ee Ee 35 
Cc 
Carter, Earl L., Consulting Engineer : 39 
Cleveland Trencher Co., The : soo 
Columbia Gas System, Inc. .. ae . 2 
Commonwealth Associates, Inc. ..................04- 15 
Commonwealth Services, Inc. : 15 
Consolidated Gas and Service Co. . 39 
D 
Day & Zimmermann, Inc., Engineers saat 35 
Delta-Star Electric Division, H. K. Porter Co., Inc. .. 25 


Dodge Division of Chrysler Corp. Outside Back Cover 


ee ae eer 35 
E 
Ebasco Services, Incorporated cs 22 
Electro-Motive Division, General Miter Si8 cscs 13 
F 
"First Boston Corporation, The ...................... 
Finer Gorparation, (td. The ........ 22... secs ccens 35 
Ford, Bacon & Davis, Inc., Engineers ................. 36 
*Foster Wheeler Corporation Mae ee eak 
*Friez Instrument Div. of Bendix Aviation CoM. .. -+55- 
G 
Gannett Fleming Corddry and Carpenter, Inc. ....... 39 
General Electric Company ...................-+005- 7 
Gibbs & Hill, Inc., Consulting Engineers Pan CORA eee 36 
Gilbert Associates, eee, ee ee ee eee 36 
Gilman, W. C., & Company, Engineers .............. 36 
NS Se Se ee eee Le ee 
Guaranty Trust Company of New York ............... 28 
H 
Haberly, Francis S., Consulting Engineer ............ 39 


*Halsey, Stuart & Company, Inc. 
*Harriman Ripley & Co. .... 
Hartt, Jay Samuel, Consulting Engineer ere re eee 36 


Do SE a rarer ere 36 

*Hill, Hubbell and he Fo Ke 

Hirsch, Gustav, Organization, Inc. .................... 36 

Hoosier Engineering Company ..................... 37 

i 

*|International Business Machines Corporation ......... 

International Harvester Company, Inc. ............... 21 
ee PE IGY Soret PN 31 


Irving Trust Company ......... 


*Fortnightly advertisers not in this issue. 


J 
Jackson & Moreland, Engineers .................... 39 
Jensen, Bowen & Farrell, Engineers ................ . BT 
K 
Kellogg M. W., Company, The ......... Inside Back Cover 
oe Be nn) fo eer 
BST LP ME oF sa 5 Sa 5.5.4 4 55:9. 4.0109 9.0.6 lbea'g 3819S Os 
Kuljian Corporation, The ........................ 37 
L 


Pinay, VS MSS MOGO.) 5 662556. Sek Ss ah or 
Leffler, William S., Engineers Associated . = 37 
*Lehman Brothers ene os ea. Gee as back res ons 


*Loeb (Carl M.), Rhoades & Co. .. 


Lougee, N. A., & Company, Engineers ............... 37 
ee a Ae a 39 
Lutz & May, Consulting Engineers ................... 39 
M 
*Main, Chas. T., Inc., Engineers ... oo Bee i 
Martin Publications Bie at 29 
*McCabe-Powers Auto Body Company 
*Merrill Lynch, Pierce, Fenner & Beane 
Middle West Service Co. ................ Ps 37 
Miner and Miner ............ - = we 
Moloney Electric Company ......... i . 24 
*Morgan Stanley & Company .... e 
*Motorola Communications & Electronics, Inc. ... 
N 
Newport News Shipbuilding & Dry Dock Company .... 20 
Nuclear Development Associates, Inc. Inside Front Cover 
P 
Pioneer Service & Engineering Company . 26, 38 
Pretchere, 5 Fis orbs «5 oc ck wie os be : oe 
R 
Recording & Statistical Corporation ............... I 
Remington Rand Inc. ............ rer 9 
ROTTEN Nas Was, RODIN ss Sia lca es . Bs 
*Rust Engineering Company, The .. eicca ee 
s 
Sanderson & Porter, Engineers ................... 38 
Sargent & Lundy, Engineers ........................ 38 
Schulman, A. S., Electric Co., Engineers .............. 39 
Sloan, Cook & Lowe, Consulting Engineers nae ne, ae 
PETIT; OMIM ECIDO Loi eiau be die kes cnsscecee dis 
*Southern Coal LS See are 
*Sprague Meter Company, The ..................... 
T 
Texas Eastern Transmission Corporation .............. 27 
U 
*Union Securities Corporation ...................... 
United States Steel Corporation .................... 18 
Ww 
Western Precipitation Corporation .................. 19 
White, J. G., Engineering Corporation, The .......... 38 
Whitman, Requardt and Associates .................. 38 
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Process Dept. 


Head — 
Process Section 
Recto” , = on 
Mat Is E; "gineer 


Purchasing Dept 


Chiet Inspector oe 


struction Dept 


Chief 
ist. Engineer 


Increasingly high pressures and temperatur, 
used in processes today demand the mo 
advanced engineering and metallurgical tred 
ce “Ena S ment of the piping and equipment to hand 
them. The M. W. Kellogg Company has earné 
a long-standing reputation in this specializeé 
bay oes engineering area. 
Largely responsible for M. W. Kellogg’s pos 
tion is the company’s ‘‘Committee on Materia 
and Fabrication’ which meets regularly 
discuss developments of pure and appli¢ 
research as they concern service experienc 
metallurgical progress, welding technique 
and improved methods of fabrication. 
Composed of principal engineers from M. 
Kellogg’s process engineering, mechanical e 
gineering, and construction departments, 
well as the Fabricated Products Division, th 
Committee benefits all of the company’s ad 

dards Eng'r ee aie THe : 
Metallurgical £. tivities and the facilities they offer in the 


on "8'@ Div. respective fields. 
Metallurgist The Committee on Materials and Fabrica 
: tion is one reason why The M. W. Kellog 
Ass’t Chj 


Mechanical £ "82 Dept 


Chief 
Mech. Engineer 





















Manufacturing Dept. 


Welding Engineer 
Assistant 
Welding Engineer 


roduct Eng’g Dept. 


G é/ a 5 teabrication & 













Company is recognized as the leader in th 
design and fabrication of piping, pressur 
vessels, heat exchangers, waste heat boilers 
and process equipment requiring transient anq 
maintained pressures and temperatures. 


PROCESS EQUIPME 





CHEMICAL POWER 
PLANTS j \ PIPING 
: ‘ ) AND 
ae e CHIMNEYS 





MW. Kellogg « 


ENGINEERING FOR TOMORROW 


) CHEMICAL 
: oe MATERIALS 


e 

SPECIAL 

STEEL ALLOYS 
e 


THE M. W. KELLOGG COMPANY, NEW YORK 7, N.Y. 


The Canadian Kellogg Company, Limited, Toronto « Kellogg International Corporation, London. 


—_ SUBSIDIARIES OF PULLMAN INCORPORATED 
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Another typical example of Dodge truck’s extra-value engineering 


oO e a 
Dyn 


More usable surface. 
Every square inch of Cycle- 
bond lining area is braking 
surface. Riveted linings, be- 
cause of rivet holes and 
mitered ends, have up to 
10% less braking surface. 


MAXIMUM THICKNESS 


\) 
wr, 


_ 


More usable thickness. 
Dodge truck Cyclebond 
brake linings can be used 
virtually through their full 
thickness. This gives the 
linings many thousands of 
miles of added life. Riveted 
linings should be worn only 
to rivet heads. 


& 
ALL BRAKING § MUCH “LOST” 
SURFACE 1 SURFACE 


Tapered for easy stops. 
Cyclebond lining is more 
tightly compressed at ends, 
gives a gradual taper. Thick 
center of lining makes first 
contact...increased pressure 
brings the ends into contact. 
Braking is smooth, even. 


Why you go more miles 
before relining with 
Dodge truck brakes! 


You can be sure of lower brake maintenance, more miles 
before relining, with Dodge truck brakes and famous 
Dodge truck Cyclebond linings. And that’s in addition to 
the quick, positive stops, :the smooth action, for which 
Dodge truck brakes are famous. 

Long-lasting, reliable brakes are just one example of 
the extra-value engineering that means more for your 
money when you buy . .. more money saved over the life of 
your truck. Get the facts on how extra-value engineering 
saves you money; see your dependable Dodge Truck dealer. 


DODGE !4iaii TRUCKS 


A PRODUCT 


OF CHRYSLER 


CORPORATION 
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